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INTRODUCTION

- 1, the Chairman, Committee on Public Accounts, having been authorised by
the Committee to present this Report, on their behalf present the Fifty Fourth
Report on paragraphs relating to Taxes Department contained in the Report of the
Comptroller and Auditor General of India for the year ended 31st March 2013,
2014 & 2015 (Revenue Sector).

The Report of the Comptroller and Auditor General of India for the year
ended 31st March 2013, 2014 & 2015 (Revenue Sector) was laid on the Table of
the House on 10th June 2014, 11th March 2015 and 24th February 2016
respectively. : '

The Committee considered and finalised this Report at the meeting held on
1st July 2019, o |

The Committee place on records their appreciation of the assistance rendered
to them by the Accountant General by the examination of the Audit Report.

. V. D. SATI-IEESAN,
Thiruvananthapuram, _ Chairman,
1st July, 2019, ' Committee on Public Accounts,



REPORT
COMMERCIAL TAXES DEPARTMENT
._ - TAXES ON AGRICULTURAL INCOME
Tax administration

looked after by Inspecting Assistant Commissioners (IAC), Agricultural Income
Tax and Commercial Tax Officers (AIT & CTO). The Department of Commercial
Taxes is under the control of the Secretary to Government (Taxes) at the
Government level. :

Companies and persons, who derive agricultural income within the State are
liable to pay AIT, In respect of Companies, tax is chargeable at the rates prescribed
in the Schedule to the KATT Act, 1991, From April 2000, persons holding landed
property upto 500 hectares may opt to pay tax at compounded rate. No tax is
payable on first five hectares. . '

Trend of receipts

Actual Receipts from AIT during the last five years (2008-09 to 2012:13)
along with the budget estimates during the same period are exhibited in the
following table and graph:

. & in crore)
Year | Budget | Actual Variatior: | Percentage | Total tax Percentage | Percentage
Estimates | Receipts ~of  |receipts of | ofacmal | of growth

variation | the State | receipts to over
total tax | previous

- receipts year
2008-09) 7.39 | 11.97 | (+)458 | (+)61.98 | 15.990.18 007 | (-)45.71
200-10| 852 | 2773 |(+)19.21(+) 22547 | 17,62502| o016 131.67
2010-11f 12.00 | 46.97 |(+)34.97 | (129141 | 21.721.69| 0.3 | 6938

2012-13| 1598 | 18.92 | (+)2.94 | (+)18.40 30,076.61 |  0.06 (-) 55.86
Source : Finance Accounts of relevant years

2011-12| 1449 | 42.86 {(+)2837| (+)195.79 2571860 0.16 ) s.7ﬂ' :

807/2019.



Budget estimates and Actual receipts
(Yincrore)

2008-09° 2009-10  2010-11  2011-12  2012-13

Year

= Budpet et mates ~i— Actual receipts

Though the actual receipts showed an increase of 18.40 per cent over the
budget estimates for the year 2012-13, there was a short fall of 55.86 per cent in
the actual receipts for 2012- 13 when compared to that in 2011 12 Reasons for
variation called for have not been furnished {February 2014).

Arrears in AIT assessment

The Department furmshed the position of arrears under AIT which is as
shown below :

Opening balance ' 4,740
Addition during 2012-13 mcludmg remanded cases 2,755
Total . 7,495
No. of assessments completed I 3,022 .
Arrear cases - 2,128
Current cases - 885
Remanded cases - 8 .
Closing balance 4,473

The above table shows that the Departrnent completed 3,022 assessments
which was 40.32 per cent of the arrears outstancling.
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Audit recommends the Government to give direction to the Department
to complete assessments which are in arrears in a time bound manner.

Impdct_ (')f Audit

' During the last four years, cases of inadmissible expenses, income
escaping assessment, incorrect computation of income, underassessment due to
assignment of incorrect status etc., with revenue implication of ¥ 76.28 crore
in 178 paragraphs were pointed out. Of these, the Department/Govemnment
accepted audit observations;inv_o‘.’lving X 1.23 crore and had since recovered
X 0.29 crore. The details are shown in the following table:

. (X in crore)
- Year Paragraphs included Paragraphs Accepted Recovery during the
' in the LARs during the year ' year
" No. Amount No. | Amount ~ No. ~ Amount -
2008-09 67 28.66 9 0.12 4 0.11
2009-10 | 39 557 | 19 0.95 11 0.12
2010-11 | 59 17.07 5 0.10 1 0
2011-12 13 24.98 7 0.06 7 0.06
Total| 178 76.28 40 123 | 23 0.29
The amount of recovery against the amount accepted was negligible,

-Working of Internal Audit Wing

The internal audit wing (IAW) in the Commercial Taxes Department was
constituted in May 2009 and commenced functioning from 1 June 2009. The wing
headed by the Deputy Commissioner is assisted by three Assistant Commissioners
and five Commercial Tax Officers. The Department has not prepared a-separate
internal audit manual. During the year 2012-13, only one unit was audited and the
amount involved was not calculated. '

As details of intemal audit conducted were not made available by the
‘Department, Audit could not comment on the performance of the JAW,



Results of audit

In 2012-13, Audit test checked the records of 31 units relating to AIT and
noticed underassessment of tax and other irregularities involving X 26.45 crore in
37 cases which fall under the following categones :

(X in crore)

| SL Categories No.of cases | Amount
No. . :
1 |Income escaping assessment 16 3.40
2 |Incorrect computation of tax 2 0.39
3 |Inadmissible expenses 17 13.07
4 |Others . 2 9.59
Total 37 26.45

During the course of the YEar, the Department accepted underassessment and
other deficiencies of X 0.55 crore in five cases out of which two cases involving
¥ 0.39 crore were pointed out in audit during the year 2012-13. No amount was
realised by the Department during the year 2012-13,

A few illustrative audit observations involving 6_9.-57 lakh are discussed in the
following paragraphs: :

Non-observance of provisions of Act/Rules

Scrutiny of the assessmient records of AIT in Commercial Taxes Department
revealed several cases of non-observance of provisions of Act/Rules, incorrect
determination of income/interest, grant of inadmissible expenses/allowances and
other cases as mentioned in the succeeding paragraph of this chapter. These cases
are illustrative and are based on a test check carried out in qudit. There is need for
the Gavernment to improve the internal control system including strengthemng of
the internal audit.

Under the KAIT Act and Rules made- thereunder, for completing assessments
the following aspects should be observed: :

(i) tax shall be levied at the prescnbed rate on the agncultural income .
derived by the assessee;



5.
(ii) deductions shall be allowed-‘ on income derived subject to certain
“onditions; and
(iif) interest shall be levied on the balance tax payable,

It.was noticed that while finalising the assessment, the Assessing Authorities
lid not observe certain provisions which resulted in'short levy of tax and interest of
(' 69.57 lakh as mentioned in the paragraphs 3.7.1 10 3.7.3.

hort levy of agricultural income tax due to mistake in computation of
gricuttural income ' '

While computing total agricultural income, a mistake occurred in taking actual loss -

—

* [IAC (AIT), Kottayam]

Under Section 4 of the KAIT Act,
1991, the total agricultural income of
the previous years of any person
comprises of all agricultural income
derived from land situated within or
outside the State. Under Section 12 of
the Act, where any person sustain a
loss as a result of computation of
agricultural income for any year, the
loss shall be carried forward to' the

following year and set off against the -

agricultural income of that year.
Under Section 39(3) of the Act the
Agricultural Income Tax Officer after
taking .into account all relevant
information shall by an order in
writing make an assessment of the
assessee and determine the sum
payable by him or refundable to him
on the basis of such assessment.

M/s Kerala Forest Development
Corporation Ltd., Kottayam filed
annual return for the year 2009-10
disclosing a net agricultural loss of
X 739 lakh. The assessing
authority rejected the retum and
finalised the assessment adding
back the inadmissible expenses of
X 3.84 crore to the conceded loss
and allowing X 2 lakh towards
contribution to seminar. But the
conceded loss was erroneously
reckoned as ¥ 73.93 lakh against
the actual loss of T 7.39 lakh. The
mistake in computation resulted in
income escaped from assessment
amounting to X 66.54 lakh .and
resulted short levy of AIT of
¥ 33.27 lakh,




The case was pointed out (November 2012) to the Department and reported
to the Government in March 2013. Government stated (December 2013) that
mistake was rectified (January 2013) crea‘ting additional demand of T 33.27 lakh.

Further report has not been received (February 2014).
_* [IAC (AIT), Kottayam]

M/s Kailas Rubb.er Company, Kottayam filed annual return fb'r 2009-10
disclosing net agncultural income of X 12.27 lakh. The assessing authomy rejected
the retwrn and fmahsed the assessment adding back inadmissible expenses of
X35.44 lakh. The net agricultural income was allowed to set off against the carry
forward losses of previous years. But while fixing the net agricultural ﬁcome, the
assessing authority omitted the income of ¥ 12.27 lakh concédeé'by the asgessee
and fixed the agricultural income as ¥ 35.44 lakh aéainst the actual income of
X 47.71 lakh. The mistake in computation r,esultgd in escape of income of
X 12.27'1akh from assessmenf and in short levy of AIT of X 6.13 Iakh The case
was Vpointed out (November 2012) to the Department and reported to the
Govemmént in March é013. Government stated (December 2013) that mistake was
rectified (January 2013) refixing the net agricultural income. Further report has not

been recéived (February 2014).
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Short levy of AIT due to excess deduction of replantation allowance

Assessing authority allowed replantation allowance more than what wasl -

admissible as per KAIT Rules.

* [IAC (AIT), Kottayam]

As per Section 5(m) of KAIT
CAct, 1991,

income of a person shall be

agricultural

corhputed after deducting
replantation allowance,

subject to  such limits,
conditions or restrictions as
may be . prescribed.
As per Rule 3 of KAIT Rules,
1991 replantation allowance
for rubber and tea shail be
fimited to actual expenses
incurred and not exceeding
2.5 per cent and 1.5 per cent
respectively ~ of the
agricultural income of the

previous year,

As per ﬂ1e P & L accounts of _IWS'MaIankara
Plantations, Kottayam, a domestic company, for
the previous year 2008-09, the agricultural
income derived from rubber and tea were
X 823 crore and X 4.21 core respectively.
Hence as per rules, the admissible replantation
allowances were T 20.58 lakh (2.5 per cent of
X 8.23 crore) and T 6.31 lakh (1.5 per cent of
X 4.21 crore) respectively for rubber and tea.
They claimed deduction of X 35.93 lakh

“and X 80.27 lakh respectively in their annual

returns towards replantation allowances for
rubber and tea during 2009-10. The asseséing
authority  finalised V(December 2011) the
assessment fixing the net agricultural income of
T 1.59 Crore allowing the above deduction.
The excess deduction of replantation allowance
resulted in AIT of
¥ 27.18 lakh.

short - levy of

The case was pointed out (becember 2012) to the Department and reported to
e Government (May 2013). Their reply has not been received (February 2014),
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Non-levy of interest on belated payment of agricultural income tax

advance tax.

Interest leviable under KAIT Act was not levied on belated payment‘ of

*  [IAC (AIT), Kottayam] - |

As per Section 37(1) of KAIT Act,
_ 1991 every person liable to furnish
a return under the Act shall pay
tax of previous year on or before

the end of February of the

previous year on the estimated
total agricultural income which
shall not be less than eighty per
cent of the total
‘income as per return. As per
Section 37(4) of the Act, any
persen who fails to pay'tax, under

agricultural

the Section is liable to pay interest
at the rate of 12 percent per
annum for every month of delay or
part thereof, on the
balance tax.

unpaid

M/s

Tropical Plantations Ltd.,
Kottayam, an assessee company
conceded net taxable income ‘of
X 74.78 lakh for the year 2006-07.
The tax due amounting to ¥ 37.39
lakh was remitted on 1 January 2007.
While ' completing  the = AIT
assessments, the assessing authority
did not levy interest on the advance
tax due amounting to ¥ 29.91 lakh on
the agricultural income of ¥ 59.83
lakh (80 per cent of X 74.78 lakh)
which had to be paid on or before -
28 February 2006. Non-levy of
interest for the period from 1 March
2006 to 31 December 2006 worked
out to X 2.99 lakh.

The case was pointed out (December 2009) to the Department and reported to
the Government in March 2010. Government stated. (March 2013) that interest due
for the above period was demanded during December 2012. Further report has not
been received {February 2014).

[Audit Paragraphs 3.1 to 3.7.3 contained in the report of the C & AG of India
(Revenue Sector) for the year ended 31st March 2013]
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Notes received from the Government on the above audit paragraph is
included as Appendix 1. :

(1) Senior Audit Officer, from State Goods and Services Taxes Department
informed that 14 cases were being taken for consideration and in most cases action
had already been taken to settle the issues, in certain cases appeals were filed and
in some other cases amount had been adjusted. '

(2) To a query from the committee regarding the errors in calculation and
‘mistakes in the methods for assessment, the Secretary, Taxes Department replied -
that all mistakes had been rectifie¢ and the number of cases were decreasing and it
was reduced to 287 from 446, :

(3) The Committee opined that the department should give general direction
regarding the internal audit in consultation with the Accountant General. The
Committee appreciated the performance of Taxes Department for their more
s_eridus responses to the AG's observation than any other department.

(4) The Committee considered the audit paragraphs related to Tax
Administration, Trend of receipts, Arrears in AIT assessment, Impact of Audit,
‘Working of Internal Audit wing, Results of Audit and non observance of provision
of Act/Rules. The Committee approved the Remedial Measures Taken statement
- furnished by the Government. ' '

(5) While considering the audit paragraph about short levy of agricultural
income tax due to mistake in computation of agricultural income, the Senior Audit
Officer informed that Kerala Forest Development Corporation had filed anmual
return for the year 2009-10 showing a net agricultural loss of T 7.39 lakh, but an
error occured while computing the agricultural income and the conceded loss was
erroneously reckoned as ¥ 73.93 lakh against the actual loss of < 7.39 lakh resulted
in short levy of Agricultural Income Tax of X 33.27 lakh. He added that the
mistake had been rectified and the amount had been adjusted.

(6) The Committee queried about the second appeal filed by the Department.
The witness, Joint Commissioner, State Goods and Services Taxes Department
informed that the appeal was not against the AG's objection but against the

807/2019.
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disallowing of certain exemptions availed in the self assessment return by the
Appellate Authority. She also added that the issues of Kailas Rubber Company had
- been settled. The income had been refixed and adjusted to the loss carried forward
from the previous year. The Committee'approved the facts furnished by the
Depamhent. :

(7) While considering short levy of AIT due -to excess deduction of
replantation allowance the committee approved the notes furnished by the
Department. '

(8) Regarding the audit observation abcut non-levy of interest on belated
payment of agricultural income tax the witness, Joint Commissioner, State Goods -
" and Service Tax Department informed that the amount had been adjusted from the
excess pajment at their credit.

Conclusion/Recommendation

No comments., -
Tax administration

The levy and collection of taxes on agricultural income is govérned by
The Kerala Agricultural Income .Tax (KAIT) Act, 1991 and is administered
by Commissioner of Commercial Taxes (CCT). The assessment, levy and
collection are done by Inspectin_g Assistant Commissioners (IAC), Agricultural
Income Tax and Commercial Tax Officers (AIT & CTO). The Commercial Taxes

Department is under the control of the Secretary to Government (Taxes) at the
Government level. : '

The Companies and persons, who derive agricultural income within the State
are liable to pay Agricultural Income Tax (AIT). In respect of Companies, tax is
chargeable at the rates prescribed in the Schedule to the KAIT Act, 1991. From
April 2000, persons holding landed property upto 500 hectares may opt to pay tax
at compounded rate. No tax is payable on first five hectares. o
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. In;emgil Audit

The details on working of internal audit wing, though called for (Juhe 2014)
have not been furnished by the Department (October 2014),
Results of Audit

In 2013-14, test check of the records of nine units relating to agricultural
income tax assessments and other records showed underassessmer_lt of tax and

other irregularities involving ¥ 6.65 crore in six cases which fall under the
following categories given in Table,

Table
(X in crore)
" - — ‘ ‘
Sl Categories ' Number of Amount
No. ' 7 Cases
1 {Income escaped assesment - 5 - 663
2 !madmissible expenses - ' - 1 0.02
Total : . 6 . 6.65

* During the course of the year, the Department accepted underassessment and .
other deficiencies of T 2.67 lakh in seven cases which were pointed out in audit
- during the earlier years. An amount of T 2.61 lakh was realised in seven cases
during the year 2013-14. A few Hlustrative cases involving ¥ 2,53 erore are

discussed in the following paragraphs.

Compliance Audit observation
Short levy of AIT due to acceptance of claim for deduction from income twice

Claim of assessee for deduction of T Four crore from net profit towards
insurance under ‘Group gratuity scheme' which has aiready been shown
as expenditure in P&L accomnt for computing net profit was accepted by
assessing officer. ' '
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+- [IAC (AIT) Kottayam]

As per Section 5(k) of KAIT Act, 1991 any sum paid during the previous

'ryear to an employee as gratuity in accordance with the provision of the
Payment of Gratuity Act, 1972 less such amount if any claimed in any
previous year towards provision for gratuity in respect of such employee, is an
allowable deduction. Explanation II below Section 5 stipulates that in case of
any deduction towards gratuity or bonus, the deduction shall be allowed in the
year in wl'uch actual payment is made to the employee or to any fund
recognised in this behalf by the Government, irrespective of the method of
— accounting less any deduction already allowed- in the previous year or years in

respect of the employee.

The Plantauon Corporation of Kerala Limited, Kottayam, a public sector‘
company, claimed EC Four crore paid against insurance premlum under group
gratuity scheme as deductlon from the net proflt to arrive at the agricultural
income for the previous year 2009-10 as per the statement of computation.
Assessing officer accepted the claim as admissible deduction. Audit scrutiny of the
accounts of the assessee revealed that the assessee had already accounted this
amount as expenditure in the P&L account for amriving at the net pfofit along with
annual insurance premium. Acceptance of the claim for deduction by the assessing
officer resulted in short computation of agricultural income to the tune of X Four

crore and consequent short levy of AIT of X two crore.

The case was pointed out in audit to the Department in December 2013 and
reported to Government jn February 2014. Their replies have not been received

{October 2014).
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‘Short levy of AIT due to non-reckoning of receipt of previous year against bad
debt written off during preceding years.

The assessing officer did. not reékon the receipt of the assessee duﬁng the
previous year against the bad debt written off during preceding years.

* [TAC (AIT) Kottayam]

As per Section 4(2) (iii) of KAIT Act, 1991 any amount received in the
previous year in respect of bad debts written off pertaining to any previous
year, shall be deemed to be agricultural income received in the previous year.

As per the P&L account for 2009-10 of The Plantation Corporation of Kerala
Limited, Kottayam, a public sector company, they received ¥ 1.38 crore as
miscellaneous income which included 57.85 lakh being bad debt written off in

- earlier years. Though, any amount received in the previous year in respect of bad
debts written off in earlier years should be deemed to be agricultural income of the
year in which it is received, the assessing authority while finalising the assessment
{October 2012) did not include the above income as agricultural income, This
resulted in short levy of AIT of X 28.92 lakh (50 per cent of T 57.85 lakh).

The case was pointed out in audit to the Department in December 2013 and -
reported to Government in January 2014. Their replies have ‘not been received
(October 2014). ‘

Short levy of AIT due td non-consideration of crop insurance received during
the previous year :

The assessing officer did not reckon the crop insurance claim received by the
assessee during the previous year for computing agricultural income.

* [IAC (AIT) Kottayam]

As per Section 4(2) (ii) of KAIT Acf, 1991 when an allowance or deduction
has been made in the assessment for any year in respect of loss, expenditure or
liability incurred by the assessee and where the assessee has obtained either in cash
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or in any other manner in respect of such loss, expenditure or some benefit in
respect of such Iiability during the previous year the amount obtained by him or the
wvalue of benefit accrued to him shall be deemed to be agricultural income received
in the previous year. '

The Plantation Corporation of Kerala Limited, Kottayam, a public sector
compary, received ¥ 1.38 crore as miscellaneous income as per their P&L account
for 2009-10, Audit found that the rmscel}aneous income included receipt towards
crop insurance of ¥ 48.35 lakh. However, while finalising the assessment for the
. year 2009-10 (October 2012), the assessing authority did not include T 48.35 lakh
as agricultural incomé for the year 2009-10. This resulted in short levy of AIT of
% 24,18 lakh, o ' :

The case was pointed out in audit to the Depam'nent in December 2013 and
reported to Government in January 2014, Their replies have not been received
(October 2014). '

[Audit paragraph 3.1 to 3.6 contained in the report of the C & AG of India
(Revenue Sector) for the financial year ended 31st March 2014] -

Notes received from the Government: on the above paragraphs hre included as
Appendix II.

(39) The committee considered and approved the notes furnished by the
Government regarding the audit paragraphs relating to Tax Administration, Internal
Audit, Results of Audit, short levy of AIT due to acceptance of claim for deduction
from income tax, short levy of AIT due to non-reckoning of receipts of previous
year against bad debt written off during preceding years, short levy of AIT due to

non-consideration of erop insurance received during the previous year.
Conclusion/Recommendation

No comments.
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Audit Report (March 2015)
_ ‘Tax administration _ ‘ _

~The levy and collection of taxes on agricultural income is governed by The
Kerala Agricultural Income Tax (KAIT) Act, 1991 and is administered by
Commissioner of Commercial Taxes (CCT). The assessment, levy and collection
are done by Inspecting Assistant Commissioners (IAC), Agricultural Income Tax
and Commercial Tax Officers (AIT & CTO). The Commercial Taxes Department is
under the control of the Secretary to Government (Taxes) at the Government level.

- The Companies and persons, who derive agticultural income within the State
are liable to pay Agricultural Income Tax (AIT). In respect of Companies, tax is
chargeable at the rates prescribed in the Schedude to the KAIT Act, 1951, From
April 2000, persons helding landed Property upto 500 hectares may opt to pay tax
at compounded rate. No tax is payable on first five hectares,

Internal audit

The details on working of internal audit wing, though called for (June 2015)
have not been furnished by the Department (January 2016). '

Results of am_iit

In 2014-15, test check of the records of 32 Agricultural Income Tax and
Commercial Tax Offices' relating to agricultural income tax assessments showed
underassessment of tax and other irregularities involving X 48 crore in 77 cases
which fall under the following categories as given in Table

Table,
_ (Xin crore) -
Sl. No. ' Categories - Number of cases Amount
1 Income escaped assessment .34 15.55
2 Inadmissible expenses ' 36 19.86
3 Other irrégularities 7 12.59
Total - “ 77 48.00

1 This includes 10 offices of Inspecting Assistant Comniissionel_' {AIT) where only AIT
assessments are being done and 22 Agricultural Income Tax and Commercial Tax Offices
where both sales tax and agricultural income tax assessments are being done.
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During the course of the year, the Department accepted underassessment and
other deficiencies of ¥ 54.21 lakh in three cases which were pointed out in audit
during the earlier years. An amount of X 3.69 lakh was realised in two cases dunng
the year 2014-15, which were pointed out during previous years.

On being asked about the reason for non/short realisation of amounts even in
accepted cases, the Department stated (December 2015) that the short realisation
was due fo the amount being adjusted towards loss which was carried forward from
the previous year.

A few illustrative audit observations involving X 4.93 crore are mentioned in
the folluwmg ‘paragraphs:

Loss of revenue due to non-finalisation of assessmems in time

The non finalisation of assessment within the stipulated time resulted in escape of ,
income from assessment and consequent loss of revenue.

Explanation II below Section 5 of KAIT, Act, 1991 stipulates that in case
of any deduction towards gratuity or bonus, the deduction shall be allowed in
the year in which the actual payment is made to the employee or to any fund
recognised in this behalf by the Government irrespective of the method of
accounting. As per Section 2(1) (a) of KAIT Act, 1991 any rent or revenue
derived from land which is used for agricultural purposes is agricultural
income. As per Section 39(6) of thie KAIT Act, 1991 AIT assessment should be
completed within a period of two years from the date of filing of returns.

- [IAC (AIT), Kattappana]

» M/s Kannan Devan Hills Plantations Company Private Limited, Munnar,
conceded agricultural income of ¥15.35 crore and X 5.28 crore for
assessment years 2010-11 and 2011-12 respectively. As per Note 20
forming part of annwal accounts ¥ 805.12 lakh and ¥ 845.90 lakh
were charged to the P&L account of the respective years on account
.of Defined Contribution- Benefits. Audit found that ¥ 2.48 crore and
¥ 1.57 crore being amount paid towards gratuity during 2009-10 and
2010-11 respectively were also deducted from total income in agricultural
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income- tax cbmputation statement of respective years. Allowance of
both expenditure as deduction in AIT computation is against the
provisions of KAIT Act. This resalted in short computation of
agricultural income of ¥ 2.43 crore and consequent short payment of
AIT. As the assessing authority had not finalised the assessment within
the stipulated time, the short levy could not be demanded from the
assessee. The loss of revenue due to non-finalisation of assessment
within the stipulated time worked out to ¥ 1.22 crore.

Government stated (September 2015} that as the assessing authorities failed
to complete the provisional assessment within the time prescribed, the assessments
became time barred by limitation and as such assessment of escaped income could
not be possible. It was also stated that disciplinary action had already been initiated
in respect of the delinquent officers in this case, Further report had not been
received (January 2016).

» M/s Kannan Devan Hills Plantations Company Private Limited, Munnar,
conceded agricultural income of T 15.35 crore and ¥ 5.28 crore while
filing annual return for assessment years 2010-11 and 2011-12
respectively. They received ¥ 242.72 lakh and T 123.66 lakh towards
income from lease of properties during the years which was eredited to

“the P&L account. However, while computing agricultural income tax,
only. 60 per cent of the income from lease was reckoned as
agricultural income. Hence 40 per cent of the above income amounting
to X 146.55 lakh’escaped from assessment. As the assessing authority‘

“had not finalised the assessment within the stipulated time, the short
levy could not be demanded from the assessee. The loss of revenue due
to non-finalisation of assessment within the stipulated time worked out’
to X 73.28 lakh. '

Government stated (September 2015) that as the assessing authorities failed
to complete the provisional assessment within the time prescribed, the assessments
became barred by limitation and as such assessment of escaped income was not
possible in this case and short levy could not be made good. It was also stated that
disciplinary action had been initiated against the officers responsible in this case.-
Further report had not been received (January 2016), '

807/2019.
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There should be a mechanism in the Department to ensure that all the
assessments are completed within a prescribed time period so that the assessments

do not become time barred.

‘Short levy of AIT due to deduction of réplantaﬁon allowance in excess

The assessing officer allowed replantation allowance in excess of admissibility as

per the statute.

As per Section 5(m) of KAIT Act, 1991, agricultural income of a person
shall be computed after deducting replantation allowance, subject to such
limits, conditions or restrictions as may be prescribed. As per Rule 3 of KAIT
Rules, 1991, replantation allowance for rubber and tea shall be limited to
actual expenses incurred and not exceeding 2.5 per cent and 15 per cent
respectively of the agricultural income of the previous year. '

* {IAC (AIT), Mattancherry]

» M/s The Cochin Malabar Estates and Industries Ltd., Kochi, a domestic
company claimed deduction of X 1.23 crore and X 1.24 crore towards

' replantation' allowance for rubber and ¥ 99.58 lakh and X 1.67 crore
towards replantation allowance for tea during 2009-10 and 2010-11
respectively. The assessing authority finalised the assessments (December
2012 and December 2013) allowing the above deduction. Audit found that
admissible replantation allowance during the years for rubber were
T 29.61 lakh and ¥ 40.41 lakh and that for tea were ¥ 4.63 lakh and
T 2.90 lakh respectively. Excess deduction of replantation allowance
resulted in short levy of AIT of X 1.35 crore. '

Government stated (September 2015) that the Commissioner of Commercial
Taxes had issued direction to the Deputy Commissioner, Mattancherry to revise
the assessment based on the audit objéction. Further report had not been received
(January 2016).
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Short payment of AIT due to inadmissible deductions allowed

The assessing authority allowed inadmissible deductions from total agricultural
income. '

Under Section 5(}) of the KAIT Act, 1991, the agricultural income of a
person shall be computed after making deduction towards any expenditure
wholly and exclusively for the purpose of deriving the agricultural income.
The fee paid for RPG License will not come under the above category. As per
proviso (1) to Section 39(6) of KAIT Act, 1991, in the case of assessment of
agricultural income derived from rubber, coffee and manufactured tea, if the
assessment under the Income Tax Act, 1961 (Central Act 43 of 1961), is not
completed when the Agricultural Income Tax officer proceeds to complete the
assessment, he may provisionally accept the agricultural income as per the
return filed by him and revise such assessment in accordance with the order of
the Income tax authority. Any sum paid to an employee as bonus and gratuity
during the previous year are allowable deductions as per Section 5(i) and

" 5(k) of the Act. Provision for bonus and gratuity are not allowable deduction
as per Section 5 of the Act. Employee’s contribution towards provident fund

is mot an expenditure incurred by the company and hence not an
allowable expenditure. ‘ ‘

Audit noticed in December 2014 that in three cases, the assessee companies
had claimed exemption/deduction from the taxable agricultural income, some
expenses which were not admissible as per. KAIT Act, 1991, The assessing
authority while finalising assessments admitted these expenses. This resulted in
short levy of AIT of X 1.54 crore as given in following paragraphs.

* [IAC (AIT), Mattancherry]

» Ms Harrisons Malayalam Ltd., Cochin, an assessee company filed
their annual return for the assessment year 2010-11 conceding a loss of
X 2.63 crore. In arriving at the taxable agricultural income, the assessee
claimed exemption towards RPG license fee in respect of manufactured
tea and rubber for ¥ 1.35 crore and X 97.64 lakh respectively, The claim
for exemption was allowed by the assessing autherity while completing

”
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the assessment. Though the income tax authorities disallowed these
deductions while finalising income tax assessment, the assessmg authority
failed to revise the assessment based on the Income Tax assessment
orders. This resulted in incorrect allowance of expenditure to the tune of
T 2.32 crore and consequent short levy of tax of ¥ 72.12 lakh.

The Commissioner of Commercial Taxes had issued direction to the Deputy
Commissioner, Mattancherry to complete the final assessment immediately.
Further report had not been received (January 2016).

« [IAC (AIT), Kattappana)

~» M/s Hope Plantations, Peefmade, an assessee company while .
fumnishing their annual return for the assessment year 2010-11
claimed ¥ 35.14 lakh and X 47.30 lakh towards provision for bonus
and gratuity respectively, as deduction from total agricultural income in
the income computation statement which were not aliowable as per
KAIT Act, 1991, Audit found that the net income arrived at was after
charging the above expenditure in the P&L account. The IAC (AIT),

* Kattappana while completing the assessment.(March 2013} allowed the
above deductions, instead of adding back the same, being ineligible
expenditure, Incorrect computation of income resulted in escape of
agricultural income to the tune of ¥98.93 lakh and consequent short levy
of tax of X 49.46 lakh. ‘

Government stated (September 2015) that assessment under Sectmn 41(1) or
KAIT Act, 1991 had been completed (August 2015) with total demand of X 75.29
lakh incorporating -other defects pointed out by Audit also and demand notice had
been issued to the dealer. Further report had not been received (January 2016).

» M/s Hope Plantations, Peermade, an assessee company furnished their
annual return for the assessment year 2010-11, claiming deductions of
¥ 54.69 lakh and ¥ 53.38 lakh towards employer’s contribution to
provident fund and empioyee's contribution to provident fund
respectively from agricultural income. The assessing authority
completed the assessment allowing the deductions claimed by the
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assessee. Audit found that the P&L account of the assessee had already
been debited with ¥ 59.55 lakh being expenditure incurred towards

. employer's contribution to provident fund. Hence the deduction of
X 5469 lakh claimed from the net income towards employer's
contribution was not admissible. Further, deduction of ¥ 53.38 lakh
claimed By the assessee towards employee’s contribution was not an
expenditure incurred by the assessee and hence should have been -
disallowed. The failure of assessing authority to disallow above
‘deductions resulted in escape of agricultural income to the tune of
% 64.84 lakh being 60 per cent of the above admissible deductions and
consequent short levy of tax of ¥ 32.42 lakh.

Government stated (September 2015) that assessment under Section 41(1) of
KAIT Act, 1991 had been completed (August 2015} with total demand of ¥ 75.29
lakh incorporating other defects pointed out by Audit also and demand notice had
been issued to the dealer. Fuither report had not been received {January 2016).

Loss of interest on admitted tax

Interest for belated payment of advance tax was not levied and payment received
were not appropriated first towards interest due.

* [IAC (AIT), Kattappana]

As per Section 37(1) of KAIT Act, 1991, every person liable to furnish a
return under the Act shall pay tax of previous year on or before the end of
February of the previous year on the estimated total agricultural income
which shall not be less than eighty per cent of the total agricultural income as
per return. As per Section 37(4) of the Act, any person whe fails to pay tax,
under the Section is liable to pay interest at the rate of 12 per cent per annum
for every month of delay or part thereof, on the unpaid balance tax. As per
Section 91 A of the Act, where any tax or any other amount due or demanded
is paid by an assessee, the payment so made shall be appropriated first
towards interest accrued on such tax or .other amount on such date of
payment and the balance available shall be appropriated towards principal
outstanding. ' ‘
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» M/s Kannan Devan Hills Plantations Company Private Limited, Munnar,
filed (February 2012) annual return for the year 2010-11 conceding total
agricultural income of ¥ 15.35 crore and AIT due as ¥ 7.26 crore. Against
‘the advance tax.payable of X 5.80 crore {being 80 per cent of admitted
tax) the assessee paid X 5.75 crore only, Non-payment of advance tax
attracts levy of interest at 12 per cent per annum. Audit found that interest
was not levied on unpaid advance tax. Further, payments made by the
assessee amounting to X 1.50 crore subsequently were not appropriated
first towards interest. Non levy of interest and non appropriation of
payments resulted in loss of revenue of ¥ 8.96 lakh.

Government stated (August 2015) ‘that there was an excess payment of
X 44.06 lakh for the year 2009-10 and that amount could have been adjusted for
the interest dﬁes for the year 2010-11. It was also stated that the assessments for
the years 2010-11 and 2011-12 had not been completeﬁ under Section 39(3) of the
KAIT Act, 1991 and that became barred by limitation. Since the assessment is time
barred the amount could not be realised. But Government did not inform as to why
no action had been taken against the delinquent officer for allowing assessment 10
become time barred causing loss to Government.

Though similar observations were made in the previous Audit Reports, such
lapses still recur. Government/Department had not evolved an effective system to

ensure that the AIT assessments are completed in a timely manner,

[Audit paragraphs 3.1 to 3.7 contained in the report of the C & AG of India
(Revenue Sector) for the year ended 31* March 2015]

Notes received from the Government on the dbove audit paragraph is
included as Appendix I

(10) The Committee considered _the audit paragraphs about Tax
-Administration, Internal Audit, Results of Audit and Approved the notes furnished
by the Government.
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(11) Considering the pal;a about, loss of revenue due to non-finalisation of
assessment in time, the Committee observed that certain mistikes had been pointed
out by the audit. The assessment should have been completed within the stipulated
time of two years from the date of filing of returns. The assessing authority failed
to complete even the provisional assessment which resulted in escape of income,
The witness Joint Commissioner revealed that the Company, Kannan Devan Hills
Plantations Company Private Ltd. was at loss at that period and the net loss
had been worked out to be ¥ 2.88 crore that would cover up the short levy of
X 1.95 crore. Moreover there was an excess payment of ¥ 9 lakh by the Company.
Hence there would not incur any revenue loss as the shont levy could be adjusted
against the above figures '

(12) The Committee enquired about the circumstances under which the
discxphnary action against Shri Abdul Kareem had been dropped. The Joint
Commissioner State Goods and Services Tax Department replied that the
concerned official was not found to be incharge of duty during the particular pericd
and hence the disciplinary action against him was dropped.

(13) Regarding the paragraph based on short payment of AIT due to
inadmissible deductions allowed, the Senior Audit Officer informed that it was
quite common to find mistakes and resultant short levy in almost all the cases of
" assessment. The Committee expressed its serious concern over the widely
sustained mistakes that occured while assessing agricultural income tax. The
witness from the department replied that mistakes of such types were compiled‘and
necessary circulars in this regard were issued to rectify the defects. In 2016-17
itself disciplinary action was taken in 25 cases.- He added that there also existed
deficiency in capacity as there were only a few number of offices for agricultural
income tax. Besides inexperience of some officers also contributed to these
contraventions. The Committee opined that not mere the inexperiences cause
mistakes but seemed susceptible to deliberate attempts for false assessments. The
Committee directed the_departmgnt that utmost care should be taken and strict
adherence to the provisions should also be observed in the initial assessment itself.
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(14) The Committee approved the RMT furnished by the department on the
short levy of ¥ 72.12 lakh and ¥ 32.42 lakh pertaining to the AIT assessment
M/s Harrison Malayalam Ltd, Cachin-and M/s Hope Plantations, Peerﬁ:ade
respecuvely

(15) While considering Loss of interest on adrmtted Tctx, the Committee remarked
as it was vivid that M/s Kannan Devan Hills Plantations Company Private Limited,
Munnar had not paid the advance tax in due time and that the interest was not
levied on unpaid advance tax which resulted in loss of revenue of X 8.96 lakh. The
department officials clarified that the advance tax and the interest payable were
adjusted from the excess tax paid by the assessee for the previous year. The
Committee approved the reply furnished by the government on loss of interest on
admitted tax. The Committee directs that the department should furnish the RMT
statements in time,

Conclusion / Recommendation

(16) The Committee opined that finalisation of assessment of agricultural
income tax must be completed within the stipulated time frame. The
Committee express its concern over the fact that several mistakes were
~ occurred deliberately during the assessment of agricultural income tax. The
Committee suspects that not mere inexperience of some officers caused
mistakes but there may be deliberate omissions. The Committee urges the
depai'tment that utmost care should be taken and strict adherence of
provisions should be observed while assessmg the agnculmral income tax.

(17) The cormittee dlrect the State Goods and Services Taxes
Department to furnish all the Remedial measures taken statements within the
stipulated time for AG to prepare Memo of Important Points.

. V. D. SATHEESAN,
Thiruvananthapuram, : - Chairman,
Ist July, 2019. . Committee on Public Accounts.

-
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' APPENDIX I
SUMMARY OE MAIN CONCLUSION ) IRECOMMENDATIONS

Conclusions/Recommendations .

Commercial Taxes

| Committee urges the: department that

The Committee opined that finalisation of
assessment of agricultural income tax must
be completed within the stipulated time
frame, The Committee express its concern
over the fact that severa] mistakes were
occurred deliberately during the assessment
of agricultural income tax, The Committee
suspects , that not mere inexperience of
some officers caused mistakes but there
may be deliberate  omissions. . The

utmost care should be taken and: strict
adherence of provisions should be observed
while assessing the agricultural income tax,

Commercial Taxes

The committee direct the State Goods and
services taxes department to furnish all the
Remedial measures taken statements within
the stipulated time for AG o prepare
Memo of Important Points, ]

80772019,
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APPENDIX I

THE NOTES FURNISHED BY GOVERNMENT

of relevant documents where

necessary

- ACTION TAXEN NOTES ON C & AG'S REPORTS
11 {a)} | Department COMMERCIAL TAXES

Lo g: mfk of the Review Tax Administration

(c) | ParagraphNo; 3.1

(@) | Report No. and Year C & AG report for the year ended March 2015,

o |@ Date of receipt of the Draft Para / | : '

Review in the Department

(b) | Date of Department's Reply - )

. : ‘The companies and persons, who derive
agricultural income within the state are liable
to pay agricultural income tax (AIT). In

: respect of Companies, tax s chargeable at the
I Gist of Paragraph/Review rates prescribed in the Shedule to the KAIT
Act, 1991. From April 2000, persens holding
- landed property upto 500 hectars may opt to
pay tax at compounded rate. No tax is
: | payable on first five hectares. '
Does the Department agree with the
IV | (2} |facts and figures included in the
. paragrap_h?
If not, Please indicate areas of
(b} | disagreement and also attach copies
of relevant documents in support
v @ ‘Does the Department agree with
.| the Audit conclusions?
If not, please indicate specific areas
. |-of disagreement with reasons for
() | disagreement and also attach copies
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VI ' REMEDIAL ACTION TAKEN

(a) ‘lmprovementinsystem No Remarks
“and procedures,
-including internai
- controls.

Z

Recovery of over - . T P ‘
payment pointed out by - T
“audit _ ]

(c) 'Recovery of under
assessment, short levy or -
other dues

(d) ‘Modification in the - ._ :
schemes and programmes !
‘Including financing ’ : . 3
‘pattern

(e] ‘Review of similar cases / --
‘complete scheme / 'i
;project in the light of
-findings of sample check ; ,
'by audit findings of 5 ; : : r

* isample check by audit. ' ' ' :
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ACTTON TAKEN NOTES ON C & AG’S REPORTS

i
(2) | Department - COMMERCIAL TAXES
] (b) !S’:mﬂe of the Review Internal Audit
(c) _ | Paragraph No, 3.2 . ) : ‘ :
(d) * | Report No. and Year i € & AG report for the year ended March 2015,
1| @ Date of receipt of the Draft Para / '
Review in the Department
(b) | Date of Department's Reply ‘
The details on internal audit wing, though
AT Gist of Paragraph/Review fealled for (June 2015) have not been
furnished by the Department (January 2016}
Does the Department agree with the . -
IV (@) |facts and figures included in the
paragraph? :
K not, Please indicate areas of
(b) | disagreement and also attach copies
| of relevant documents in supporz
v @ Does the Department agree with
the Audit conclusions? :
If not, please indicate specific areas |
of disagreement with reasons for
(b) | disagreement and also attach copies

of relevant documents where
necessary | )

4
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VI’ REMEDIAL ACTION TAKEN

@ }i&}‘m”’"”&??i&?&é&”fﬁé"ﬂ _ Audic Wing was “organized s per Order: -
|and Procedures, ‘No.AT-21044/09/CT dated 18-05-2009 by the Commiasioner,;
including internal - ICommercial Taxes . Department " and the wing was started
_controls. i functioning with effact from 01-06-200% with a staff strength of:

.' : .'s’ Kalpetta
Lt I

jone Deputy Commissioner, 2 Assistant Commissioners and 5;‘
1Commercial Tax Officers, ‘ o

In Para 230 of the Revised Budget Speech 2016, the!

i by one Deputy Commissioner, tomprising of 10 Assistant;
! ‘Commissioners and 17 Gommercial Tax Officers along with:
‘sub-ordinate staff

-The result of Audir conducted in varioys offices from 2009-10 "
’ ;onwards is extracted here under:-

P R[_\ - . -
“ Office From-To  :No. ofiSettled  'Balance |
5 : :Paras | ’

b0

. ' : i
————— e

ATECIO 72 Ty T T Pl
(Kalpewta |y : ] L
, 1121 > : o
fr—— : : ; —t R
TAC (M, 1232 T 3 - 5 5 P
dukki 0 g - ;
: 17312 : P
P PAITECTO . 81012 7 N P
R ‘ - i{Kanjirappall | to : [ - ] L
b fy . [ 12-10-12 - : ! b

H

. Lo

;T te L ? o .

; i 11-10-2013, : i

i - c o
IAIT& CTO | 612014 L

" i Kuthiyathod to : L

‘e, © 10-1-2014 - _ :

‘Alappuzha ~ o |
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AIT&CTO . 642015 10

2
* Alappuzha - to
; 10-4-2015 ‘ :
CAIT & CTO{15-022015 42 © 1 | a1
: Sulthanbeth : to- :
“ery :20-02-2016 i :
CAIT & CTO! 1072016 19 : o | 19
;;Devikulam , to ;
o ;. B-7-2016 5 !
GAIT & CTO | 13- -03-2017; 15 - 0 | -15.
: ;:Mananthava . to
Ldi © 1832017 o
b jRecoverjr of over
{payment pointed out by
audlt _— . —— — - | e min o ae s
(<) Recovery of under -

-assessment, short levy or
other dues

(&) ;Review of similar cases / :--

(d) "Modifieation in the "

:schemes and programmes
‘including financing
‘pattern ,
.complete scheme / !
-project in the light of i
:findings of sample check !
.- by audit findings of :
:sample check by audit.
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ACTION TAKEN NOTES ON C & AG'S REPORTS

Department

of relevant documents where

necessary

(a) COMMERCIAL TAXES
Subject/Title of the Revxew .
® . Paragraph Results of Audit
-1 {c} | Paragraph No. 3.3 .
(d) | Report No. and Year _ | € & AG report for the year ended March 2015.
1 | Date of receipt of the Draft Para / -
: Review in the Department
(b) _| Date of Department's Reply i
| In 2014-15, test check of the records of 32
Agricuitural Income Tax and Commercial Tax
. |Offices relating to agricultural income tax
assessments showed underassessment of tax
and other irregualarities involving Rs.48 crore
in 77 cases. During the course of the Year, the
1) Gist of Paragi-é:ph/Review department acrepted underassessment and
other deficiencies of Rs.54.21 lakh in three
cases which were pointed out in audit during |
the earlier years. An amount of Rs.3.69 lakh
_jwas realised in two cases during the year
2014-15, which were pointed out during
‘ : previous years.
Does the Department agree with the '
v (a) - | facts and fgures induded in the
| paragraph? )
- .| If not, Please indicate areas of
(b) | disagreement and also attach copies
_ | of relevant documents in support
v | @ Does the Department agree wu:h
the Audit conclusions?
If not, please indicate specific areas
of disagreement with reasons for
(b) | disagreement and also attach copies
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\; S : REMEDIAL ACTION TAKEN

@ Improvement i syem " Observation of Audi relaies v the 52;17.5 of 2014-15. As far a
-ﬁc?umu;?n a1 the CBAG report ended 31-3-2015 concerned , the short lev:
.controls. ginvolved is Rs.48 crore in 77 cases. With respect to the short lew:
' ;-po'mted out by the Accountant General reports have bee;

E.submi.tted. Action is being taken to collect the amount where the

: éaudir objections are accepted - and assessments ar
: Ecompleted/revised subsequently and created additional demand.
‘Recovery of over
“payment pointed out by
‘audit

-(€) 'Recovery of under e
" assessment, short levy or
.+ other dues .
-(d) Modification in the -
; ischemes and programmes
0 lncludmg financing
-l pattern
{e) ?Review of similar cases / '--
:complete scheme /
;project in the light of = |
findings of sample check .
'by audit findings of :
‘sample check by audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS

(@) _| Department ‘ ‘| COMMERCIAL TAXES
Subject/Title of the Review Loss of Revenue due to non-finalisation of

® Paragraph assessments in time

(¢) | Paragraph No. 3.4{a) ) -

(d) | Report No. and Year ] C & AG report for the year ended March 2015,

(@) Date of receipt of the Draft Para / : '
Review in the Department

(b) _ | Date of Department’s Reply .

I Gist of Paragraph/Review M/s Kannan Devan Hills Plantations Company

Private I..imibed; Munnar, conceded Agricultural
income of Rs.15.35 crore and Rs.5.28 crore for
assessment years 2010-11 and 2011-12
respectivély. As per Note 20 forming part of
annual accounts Rs.805.12 lakh and 845.90

| lakh were charged to the P&L Account of the
| respective  years on account of Defined
‘Contribution Benefits.  Audit found that

Rs.2.48 crore and Rs.1.57 crore being amount
paid towards gratuity during 2009-10 and
2010-11 respectively were also deducted from
total income in Agricultural Income Tax

| computaton statement of respective years.

Allowance of both expenditure as deduction in
AIT Computation is against the provisions of

KAIT Act. This resulted in short computation

of agricultural income of Rs.2.43 crors and
consequent short payment of AIT.  As the
assessing authority had not finalised the
assessment within the stipulated time, the
short levy could not be demanded from the |-

assessee.  The loss of revenue due to

non-finalisation of assessment within the
stipulated time worked out to Rs.1.22 crore.

807/2019.

As the assessing authorities failed to -complete




the provisional assessment within the time

prescribed, assessments became time barred by '
limitation and as such assessment of escaped
income could nor be possible. Disciplinary |
actioﬁ had already been initiated in respect of
the delinquent officers in this case.

(ay |

Does the Departmnent agree with the
facts and figures included in the
paragraph? - )

®)

If not, Please indicate areas of
disagreement and also attach copies
of relevant documents in support

(a) -

Does the Department agree with *
the Audit conclusions?

.(B)

If not, please indicate specific areas

of disagreement with reasons for
disagreement and also attach copies
of relevant documents where
necessary
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e REMEDIALAC’I‘ION TAKEN

(a) lmproVement In system . Disciplinary Acnon has been initiated against S, Abdul | Kareen

.and procedures,
‘including internal
{controls.

iDC (th), Sri. V. Mohandas IAC (Rtd), Sri. N Vasudéva
Kamma:h DC, (Rtd) by issuing show cause notice hy government‘_
1as per }etter No.Taxes- D1/217/2015 dated 23-12.2015. Acnon-
‘initiated against Sri.Abdul Kareem, DC (Rtd) was finalised as
'droppe:l' as per GO(Rt)N0.36/2017/TAXES dated 17.1-2017 of ‘
r.he Taxes (D) Department, But the Dismplmary acuan initiated
agamst Sri. V. Mohandas, TAC (Rtd), Sri. N. Vasudeva
Kammath ,DC (Rtd} in the same case is still pending with=the
Gmmmm As required by t.he Government, the Commissioner
'has recommended for authorizing SHA. Nazarudeen Deputy-
Cormm..smner " (Kottayam) as - enquiry officer uncler'
beir ke g
'KCS(CC&A)Rules, 1960, -The matter is —péndmg—m
Governmenry  eweat—Bmmns” | ‘

:Recovery of over

payment pointed out by :

raudit

(a)

“ Recovery of under

“assessment, short levy
;or other dues

i(d)

iModification in the
‘schemes and
,Programmes including
;Binancing pattern

.:(e)

"Review of similar
jcases / complete

:scheme / project in the .

{light of findings of

;sample check by audit

 findings of sample

' jchéck by audit,
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ACTION TAKEN NOTES ON G & AG'S REPORTS

Department

COMMERCIAL TAXES

Gist of Paragraph/Review

(a) ,
) Subject/Title of the Revieiv Loss of Revenue due to non-finalisation of
-Paragraph ‘assessments in time
() | Paragraph No. 3.4(b)
(d) | Report No. and Year C & AG report for the year ended March 2015.
() Date of receipt of the Draft Para / -
Review in the Department
(®) | Date of Department's Reply
) | M/s Kannan Devan Hills Plantations Company

Private Limited, . conceded
Agricultural income of Rs.15.35 crore and
Rs.5.28 crore while filing annual return for

assessment  years 2010-11 and 2011-12]

Munnar,

-{ respectively. They received Rs.242.72 lakh and

Rs.123.665 lakh towards income from lease of
propérties during the years whiqh was ére.dited
to the ' P&L Account - However, while
computic:g Agricultural Incohxe Tax, only 60%
of the income from lease was reckoned as
Agriculwural income, Hence 40% of the abové .
income  amounting to Rs.146.55 lakh escaped
from assessment. As the agsessing authority
had not finalised the assessment within- the
stipul.'atedrtime the short levy could not be
The loss of

to ' non-finalisation ' of the

demanded from the assessee,

revenue due

.| assessment within the stipulated time worked |

out to Rs.73.28 lakh.
-As the assessing authorities failed to complete
the provisional assessment within the time

prescribed, the ‘assessments became barred by |

limitation and as such assessment of escaped
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income was nat possible in this caseand short
levy could not be made good. Disciplinary
action had been initiated against the officers

responsible in this case.

(a_) :

Does the Department agree with the
facts and figures included in the
paragraph?

®)

If not, Please indicate areas of
disagreement and also attach copies
of relevant documents in support

(a_)

Does the Department agree with
the Audit conclusions?

(®).

If not, please indicate specific areas
of disagreement with reasons for
disagreement and also attach copies
of relevant documents where
necessary .
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RE.MEDIAL ACTION TAKEN

Improvement in system
and proceduires,

"including internal
‘controls.

D:sc:plmary Action has beeﬁ"mmated agamst Sn Abdul Karee

"DC (Rtd), Sri. V. Mohandas IAC (Rtd), Sri. N. ‘Vasudev
:Kammath DC, (Rtd) by issuing show cause notice by governmer
as per letter No.Taxes-D1/217/2015 dated 23-12-2015. Actio
;initiated against Sri.Abdul Kareem, DC (Rid) was finaiised ;

’ “'dropped' as per GO(R{)No.36/2017/TAXES dated 17-1-2017 «

:the Taxes (D) Department. But the Disciplinary action initiate

against Sri. V. Mohandas, IAC (th] Sri. N. Vasud?
(R L
Kammarh DC (Rtd) in the same case 1s

‘Govermmelit. As required by the Government, the Coﬁunis‘siom

has recommended for authorizing -5ri.A.Nazarudeen Depu

Commissioner  {Kottayam) as ~enquity officer -und
- : E [ PRGRIES

KCS(CC&A)Rules, 1960. The matter is pending—v

_ ‘Recovery of over -
: payment poinred cut by
: audit

{c}

)

.Recovery of under
‘assessment, short levy or
‘other dues '

?Modiﬁcaticm in the
--schemes and programmes’

including financing

pattern

imabe mamimms mm m ame i e S iaman

(&)

‘Review of similar cases / j
-complete scheme /

project in the light of

findings of sample check

by audit findings of

~sample check by audit.
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ACTION TAKEN NOTES ON C & AG’S REPORTS

Department

‘| COMMERCIAL TAXES

(b)

Subject/Title of the Review Paragraph

Short  levy of AIT dué to deductmn of
replantation allowance in excess

{c)

Paragraph No.

3.5

(d

Report No. and Year

| (@

Date of receipt of the Draft Para /
Review in the Department -

€ & AG report for the year ended March 2015.

1 (b)

Date of Deparrment’s Reply

Gist of Paragraph/Review

M/s The Cochin Malabar Estates and Industries
Ltd, Kochi a domestic company claimed
deduction of Rs.1.23 crore and Rs.1.24 crore
towards replantation auowanée for Rubber. and
Rs.99.58 lakh and Rs.1.67 crore towards
replantation allowance for tea during 2009-10
and 2010-11 .respective]y. The -assessing’
authotity finalised the assessments (December
2012 and December 2013) allowing the above |
deduction.  Audit found that admissible
replantation alowance during the years for
rubber were Rs.29.61 lakh and Rs.40.41 lakh
and that for tea were Rs.4.63 lakh and Rs.2,90
lakh respectively. - Excess deduction of
replantation allowance resulted in short levy of

AIT of Rs.1.35 crore.

(a)

Does the Department agree with the facts
and figures included in the paragraph?

(k)

If . not, Please ‘indicate areas of
disagreement and also attach: copies of
relevant documents in support

(a}

Does the Department agree with
the Audit conclusions?

®)

if not, please indicate specific areas of
disagreement  with  reasons  for
disagreement and also attach copies of
relevant documents where necessary
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REMEDIAL ACTION TAKEN

[a)_lmprovement m system
.and precedures,
:including internal

. jcontrols.

M/s. Cochm Malabar Estates & Industries Ltd., Koc!'u is a

fdomesuc Company who is an assessee under Agricultural
i

'Income Tax Act on the rolls of the Inspecting Assistane

" *Commissioner, Mattancherry .

The assessee file& their annual return &eclaring an
,agncultural loss of Rs.93,01,839/- for the assessment year
-2010-11, The audit Ob_]ECUQl‘l is that the company claimed
;deduction of replantation expenditure of Rs.1,23,56,632/- for
Rubber and Rs.99,58,204/- for Tea. As per rule 3.of KAIT Rules
1991 the assesee ‘was eligible only for Rs.29,60,795/- (2.5% of
‘Rs.11,84,31,822/-) for Rubber _and Rs.4,63,481/- (1.5% of

'Rs.3,08,98,778/-) for Tea . This excess claim resulted in a

short levy of  AIT for Rs.59,02,063/-(Rs.3053647 +
352848416/) for the year 2010-11. Based on the audit
objecuon the amount was completed vide order No. |
239000106/ 10-11 dated 30.01.2016 and the net mcorne for th85
year was fixed as Rs.2,90,21,237/-. The net income was

Tauljusted towards the net loss carried forwarded from previous%

'gyears in accordance with section 12 of AIT act and after:

‘adjusting there is no taxable incomée exists for the period.

For the year 2011-12, the assesee filed Annual retum:
'declaring‘ agricultural income of Rs39,87,314 and the
company claimed deduction of replantation expenditure of
Rs 1,24,12 ,910/- for Rubber and Rs.1,66,59,300/- for Tea. As
-per rule 3 of KATT Rules 1991, the assesee was ehg1ble only for

. 'Rs 40,40,735/- (2.5% of Rs. 16,16,29,425/) for Rubber and

Rs290346/- (1.5% of Rs.1,93,56,404/-) for Tea . This;
‘excess claim tesulted in a short levy of AIT for

;@.76,31,61%{-(&.2_'}:_20956 + Rs.4910686/-) for th,e,“ year .
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'2011-12. Based on the aucht objecnon the assessment was
‘ completed vide Order No. 239000106/11-12 dated 30.01.2016
o -and the net income for the year was fixed as Rs.3,12,60,529/-.

‘The net income was adjusted towards the net loss carried;

{forwarded from previous years in accordance with section 12 of
P AIT act and after adjustmg there is no taxable income exists for’
! the peried. |

‘Recovery of over
.payment pointed out by
Jaudit

() :Recovery of under -
rassessment, short levy or i
other dues :

[(i})] Mcdxﬁcatmn in the ie-
‘schernes and programmes |
-including financing '
pattern )

(e) .Rewew of similar cases / |
‘complete scheme /
. project in the light of
findings of sample check: -
by audit findings of

807/2019.
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ACTION TAKEN NOTES ON C & AG’S REPORTS

Review in the Department

(a) | Departmert - . ) COMMERCIAL TAXES - .
' Subject/Title of the Review Short. payment of AIT due to inadmissible

) ‘aragraph deductions allowed,

© ph No. 3.6(1) : T

(d) | Report No. and Year C & AG report for the year ended March 2015.

@. Date of receipt of the Draft Para / - .

)

Date of Department's Reply

{ Gist of Paragraph/Review

M/s Harrisons Malayalam Ltd., Cochin, an assessee
company filed their annual retutn for the assessment
year 2010-11 conceding a loss of Rs.2.63 crore. In

-| arriving at the taxable agricultural income, the

assessee claimed exemption towards RPG Licence
fee In respect of maitufactured tea and rubber for
Rs.1'35 crore and Rs.97.64 lakh respectively. The
claim for exemption was allowed by the assessing
authority while completing the assessment. Though

‘1the income. tax authorities disallowéd these

deductions while finalising income tax assessment,

the assessing authority failed 'to Tevise the
. | assessment based on the income tax assessment

orders. - This resulted in incorrect allowance of
expenditure to- the tune ‘of Rs.2.32 crore and

(a)

Does the Depariment agr:ge with
the facts and figures incliided in
the paragraph? -~ :

consequent short levy of tax of Rs.72.12 lakh.

wm

K not, Please indicate areas of
disagreement and
copies of relevant documients in
support i

also | attach |-

(a)

Does the Department agree w;th
the Audit conclusions? i

|®

M not, please indicate specific areas
of disagreement with reasons for
disagreement and also : attach
copies of relevant dotuments

where necessary
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) o REMEDIAL ACTION TAKEN

;(a) ’Improvementm system and 'Based on the audit otuecuon, the assessment has heen revise
: Eo‘ n°°emdl‘:’°s’ including internal . ivide order No. 23900055/2010-11 dated 8-01-20{5. Wh3

i revnsmg the assessment the assessing authority has disallowe
: the following expenses claimed by the assessee company.

; i _ . ) # LRetainer fee from tea ‘ ‘Rs. 21,63,478/-
. b _ i2.Retainer fee from rubber ‘Rs.16,99,662/-
53 Professional charges from tea 'Rs.1,25,86,264/-
4 Professional charges from rubber Rs.98,87,963/-
' S.I.mense fee received Rs.1,02,98,417,-
16.Replantation allowance " IRs6,86,67,077/-

7 RPG license fee in Tespect of tea ‘Rs.80,78,302/-

— rS RPG license feemrespect of rubber iRs.63.46.438/- .
nTotaI - : R3119727601/-

The assessing authcnty determined the net mcome fixed.
Rs93399 ,773/- as against the net loss ﬁ.xedbytheasses«. .
. *company of Rs.2,63,27 828/, This net income was adjust
.towanis the -carry forward loss of’ R5933 ,99,773/- from 1 -
. S :previous year. After adjustmg the loss carry forward, th
i ;was no taxable agricultura] i Income. Hence there is no sh
po o ilevyofagdculturalmcometaxmﬂuscase

“(b) lRec!:wery of over payment

" ..pointed out by audit ;

(CJ Reoovery of under assessment, | i~
{short levy or other dyes |

(d] ,Modlﬁcauon in the schemes -

iand programmes mdudmg '
financing pattern . |
t

(e) |Revxewofsimﬂarl:ases/ !
jcomplete scheme / projectin !
the light of findings of sample
-check by audit findings of i

fsample check by audit. i

1 /s
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ACTION TAKEN NCGTES ON C & AG’S REPORTS

I |(a) ' Department T COMMERCIAL TAXES
() | Subject/Tilé of the Review Paragraph | oo payment of AIT due to inadmissib
(c) | Paragraph No. 3.6(2)(a)
{d) | Report No. and Year C & AG repott for the year ended March 2015
o | @ Date of receipt of the Draft Para /
Review in the Departinent
{b) | Date of Department's Reply

M/s Hope Planiations, Peermade, an assesst
company while furnishing their annual retu
for ‘the assessment year 2010-11 claime
Rs5.35.14 lakh and Rs.47.30 lakh towar
provision for Bonus and Gratuity resﬁectivel
as deduction from total égriculmral income

the income computaticn statement which we
Au

found that the net income arrived at was aft

not allowable as per KAIT Act,1991.

m Gist of Paragraph/Review
charging the above expenditure in the P
Account. 'I‘he.IAC (AIT), Kattappana wh
completing thé assessment (March 201
allowed the above deductions, instead
adding back the same, -being ineligit
expenditﬁre. Incorrect computation of incol
resulted in escape of agricultural income to 1
tune of Rs.98.53 lakh and consequent sh
. . lzvy of tax of Rs.49.46 lakh.
(@) Does the Department agree with the facts :
v and figures included in the paragraph?
If not, Please indicate areas of
(b) | disagreement and also attach copies of
: relevant documents in support
v @ Does the Department agree with
the Audit conclusions?
.11 not, please indicate specific areas of
) disagreement  with  reasons  for

disagreement and also attach copies of

relevant documents where necessary
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‘REMEDIAL ACTION TAKEN

improvement in system

.and procedures,
‘including internal

‘eontrols.

"The original assessment in respect of M/s Hope Plantation for the
:year 2010-11 was completed on 30-03-2013. The murnover
‘assessed was Rs.67,58,310/- as Net Loss. Based on the audit
.ob_]ecuon the assessment mocl:ﬁed under Section 41 of ATT dated
{26—08-2015 with a demand of tax of Rs.75,28,936/-, The

'company filed writ petition before the Hon'ble High Court of

"Kerala against this order and as per WP(C) 1425 of 2016(C) dated |
:14-01-2016 the Hon'ble High Court quashed the order and directed -
:the assessing autﬁodty to complete the asséssment under the
;Kerala AIT Act for the assessment year 2010-2011 afresh after
;hearing the petitioner. Accordingly assessment was modified on

_ 118-07-2016 with a net loss of Rs.1,47,78,024. Meanwhile rhé_

iassassée preduced copy of Central Income Tax agsessment order
for the year 2010-11. As per Income Tax Assessment order, Net.E
income of the company for the year 2010-11 was Rs.1,01,65,272.
'In the Income Tax assessment order the expenses such as provision
ifor Bonus and gratuity and employers and employees contribution
to provident fund were added back in the computation of total
;income. On the basis of the Income Tax assessment order, the AIT

' assesment for the year 2010-11 was revised as follows:-

Net Income Fixed for the year 2010-11 by the income tax
jauthorm&s 7 ‘ - :Rs.1,01,65,272.00
:Out of this 60% s the AIT income - :Rs.60,99,163.00 '

: AIT income adjusted to loss

! for the year 2008-09 (Rs. 89,36,125) ‘Rs.60,99.163.00
5Taxab[e AIT mcome - NIL

{b) 'Recovery of over
' payment pointed out by
; audit
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. -fc)“‘ tecovery of under - f
| assessmerit, short levy or
othar dues

(d) M od:ﬁcauon in the -
¥ ischemnes and programmes, -
|mcluding ﬁmncing .
|pamam s

T e e e e e e

(e} _Reviewofsimﬂarcases/ -
icomplete scheme /

! project in the lght of H
{ findings of sample check !
by audit findings of H
‘Isamplecheckbyaudxt i
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ACTION TAKEN NOTES ON C & AG’S REPORTS

(a)

Depamnm:A

COMMERCIAL TAXES
o) Subject/Title of théaewew Short payment of ATT due - tnadmusible
Paragmph L deductions allowed. .
(c) | Paragraph No. . 3.6(2)(b)
{d) | Report No. and Year C & AG report for the year ended March 2015,
ta) Date of receipt of the Draft Para /
Review. in the Department
(b} _} Date of Department's Reply : - ‘
Gist of Paragraph/Review M/s Hope Plantadons, Peermade, an. assessee

for. the assessment year 2010-11, claiming

|Rs.54.69 lakh claimed from the net income
‘[towards employer's conribution was not
- admissible. ‘Farther, deduction of Rs,53.38 lakh |

_,disajiowed. The failnre of assessing authority

company while furnishing their annual return

deductions of Rs.54.69 lakh and Rs.53.38 Iakh
towards employer's contribution to. provident | .
fund and employees conwibution to pmvzdent
fund respectively from agricuitural ineome,
The assessmg autherity  completed  the
assessment allowing the deductions claimed“by :
the ass}essee Audit found tﬁat the P&L
Account of rhe assessee had ‘already been |
debited with Rs.59.55 lakh being expenditure |
incurred towgrds..mp_loyers contribution to{’

provident -fund. Hence the deduction of

dain_:ed by the assessee towards ‘employees
contribution was not an expenditure incurred
by the assessee and hence should have been

to .disallow the-above deduction ' resulted in
escape of agricultural income to the tune of
Rs.64.84 lakh being 60% of the above|
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inadmissible deductions and consequent short
levy of tax of Rs.32.42 lakh,

(a)

| Does the Department agree with the

facts and figures included in the

‘| paragraph?

(b

If not, Please indicate areas of
disagreement and also attach copies
of relevant documents in support

(a)

Does the Department agree with .
the Audit conclusions?

(®)

If not, please indicate specific areas
of disagreement with reasons for
disagreement and also attach copies
of relevant documents where
necessary
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v S " REMEDIAL ACTION TAKEN

[a) Improvemencm system !'The ongma] assessment in respect. of‘M./s Hope P!antauon for L :

+ :and procedurés, :
mdudmg internal . the  year 201&11 was completed on, 30-03-2013. mef
tontrols o tumover assessed was Rs.67,58 ,310/- as Net Loss. Based on .

: - R _ g the audit objecnon, the assessment modified under Sectaon o
: : 41 of AIT dated 26-08-2015 with a demand of tax of .
. o ] Rs 75,28 936/- The company filed writ pentmn before the
‘ ' ' o ‘Honourable ngh Court of Kerala against this order and as
- per WP(C) 1425 of 2016(C) dated 14-01-2016 the Hon‘ble
, . ngh Court quashed the order and directed the assessmg )
i authonty to complete the assessment under.the Kera!a Al'l‘
Act for the assessment year 2010-2011 afresh after heanng _
" o ) r.he penuoner Accordlngly assessment was modlﬁed on
|18-07 2016 w'lth a net loss of Rs. 1 47,78,024. Meanwhile thef
.assessee produced copy of Central Income. Tax; assessment: e
' ‘order for the year 2010-11." As per Income Tax Assmment .
-urder Net income of the company for the year 2010- 11 wasf
Rs 1,01,65,272, In the Income Tax asse.ssment order the
mcpenses such as provision for Bonus and gmtmry and'
S S ;employers and employees contribution to provident fund
SRR -Were added back in the computation of total income. On the[ :

basls of the Income Tax assessment order, the AIT assessment|
for the year 2010-11 was revised as follows:- '
;Net Income leed for ﬂle year 2010-11 by the income tax
_ _ ]authontles

e 'Rs1016527200 o

' |Out of this 60% is the AIT income  * :Rs.60,99,163.00 |

'AIT income adjusted to.loss

| for the year 2008-09 (Rs. 89,36,125) __:Rs.60.99.163.00 . -
":Taxable AIT income NI

2 N =

807/2019.
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Recpvery of over

payment pointed out by

audxt

()

+ Recovery of under
assessment, short levy
other dues

or i

@

:Modification in the'

including ﬁnancmg
pattern

schemes and programmes |

@

‘coinplete scheme /-

' project in the light of ‘

Review of similar cases / I--

I

E

ﬁndmgs of sample check

:by audit findings of
;sample check by audlt

.
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ACTION TAKEN NOTES ON C & AG'S REPORTS

(a) | Department . COMMERCIAL FAXES

10))] ‘Subject/Title of the Review Loss of interest on admitted tax,
Paragraph -

(c) [ Paragraph No. 3.7

{d) _| Report No, and Year C & AG report for the year ended March 2015.

@) " | Date of receipt of the Draft Para /

) Review in the Department

(®) | Date of Departments Reply ‘ j

Gist of Paragraph/Review - M/s Kannan Devan Hills Plantations Company

annual return for the year 2010-11 conceding
total agnculmral income of Rs.15.35 crore and
AIT due as Rs.7.26 crore. Against the advance
tax payable of Rs.5.80 crore (being 80% of
admitted tax) the assessee paid Rs.5,75 crore
only. Non payment of advance tax attracts Ievy_.
of interest at 12% per annum. Andit found that
interest was not levied on unpaid advance tax.
Further, payments made by the assessée-
‘amounting to Rs.1.50 crore subsequently were
not appropriated first towards interest. Nen
levy of interest and non appropristion of
payments resulted in loss of revenue of Rs.8.9_6
lakh, o -
There was an excess péyment of Rs.44.06 lakh
for the year 2009-10- and that amount could
have been adjusted for the interest dues for the
year 2010-11. It was also. stated that the
assessments for the years 2010-11 &2011.12°
had not been completed Uy/s 39(3) of the KAIT
Act, 1991 and that bt_acame barred by limitation.

Private Limited, Munnar, ﬁled (Febhmry 2012) .

Since.the assessment is time barred the ainount

v
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could not be realised. But it is not It
to why no action had been taken ag:

delinquent officer for allowing assessmenf‘:tb.

become time barred causing loss . to

Government.

~ TDoes the Department agree with the
(@

facts and figures included in the
paragraph?

@) -

If ‘not, - Please indicate areas of |

disagreement and also attach copies
of relevant documents in support

(@

Does the Department agree with
the Audit conclusions? =

®
of relevant. documents where
necessary

If not, please indicate specific areas
of disagreement with reasons for
disagreement and also attach copies

et
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RBMEDIAL ACTION TAKE‘.N

i ﬁled annual retum for the year 2010-11 concedmg total.
agnculmral mcome of Rs,15.35 crore and AIT due as Rs.7. 251
crore Against the advance tax payable of Rs, 5. 80 cmres,' :

i (being 80% of admitted tax) the ‘assessee paid Rs.5.75 croreé
: :on]y.‘ Non-payment of advarice tax attracts levy of interest at).

129 p.a. Audit found that irterest was tot levied on unpaid |

P  ladvance tax. Further payments: ade by the,assésseef

o ' Ea’tnountiﬂg to Rs.1.50 crore subsequently were notir :

'appropriated first towards interest,  Non-levy of interest and;

-non appropnauun of payments resulted in loss of revenue of o
‘Rs.8.96 lakhs. s :

" Honble ngh Court of Kerala in Ghandmprapha Chantable3

iTrust V. State of Kerala {2008) held that “all situations were

) ;agncultural income chargeble to tax -have’ mpedf

;asses;sment; are covered by section 41(1) of the Act. “So!

T much so it is mot 2 requirement that for making - an
o {assessment U/s 41 of the Act, there ‘should be an earlier|

. _ -iunder assessment or wrong assessme‘ht -In- short, .ar_l

. L .assessment U/s 41 of the Act can be made as a first
' ! 3 ; IIals.v.essrne::lt which only means that entire income would have
e T ,acaped assessment, but for the income escaping assasment
made under section 41 of the Act”. Hence the a.ssessment for
‘r.he year 2010- 11 can be finalised U/s 41, wherem thel

; _ ' rln:nttatmn available is 10 years from the énd of the Enanmal '
i o . _ year for which tax is payable, I, e, up to March 2020. - i ‘
" - { . Therewasanexcesspaymentofksuossnbythei
company for the year 2009-10 as per Order o
!N0.2209_1(_]21/Q9-10. dated 22-2-2013 of the IAC(Idlﬂdq').;

v ) ' EPresently the -'balahge tax ‘and interest payable for the year!

P
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'dated 22-06-2015

iH’.eccwery of over
'payment pointed out ay
-audit

2010-11 is adjusted from the excess tax paid by the assessee !
for the year 2009-10 vide order No. 22091021[201 0—112

(e

jRecovezy of under b
jassessment, short levy or |
‘other dues !

@

Mod:.ﬁcanon in the . -
‘schemes and p programmes
lincluding ﬁnandng -
ipattern

(e

‘Review of similar cases / ‘;-- :
scomplete scheme / :
project in the lightof -
“findings of sample check :
'by audit findings of i

-sample check by audit. -
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ACTION TAKEN NOTES ON C & AG'S REPORTS

@

Department ) COMMERCIAL TAXES
. | Subject/Title of the Review . Ce
®) | par agraph ‘ Tax Administration
(c) | Paragraph No, _ 31 - .
(d) | ReportNo. and Year (2:081" AG report for the.year ended March
- 4. . ‘

(2 Date of receipt of the Draft Para /

‘Review in the Department
(b} | Date of Department's Reply . .

: | The companies and persons, who derive
agricultural income within the state are lable
to pay agricultural income tax (AIT). In
respect of Companies, tax is chargeable at the

Gist of Paragraph/Review rates prescribed in the Shedule to the KAIT

' Act, 1991. From April 2000, persons holding
*| 1anded -property uptc 500 hectars may opt to
pay tax at compounded rate. No tax is
payable on first five hectares,
. Does the Department agree with the |- :
(a)- | facts and figures included in the | Yes
{paragraph?
" |If not, Please ihdicate areas of|
(b) | disagreement and also attach copies | NA
- of rélevant documents in support
1@ Does the Déepartment agree with Yes
N the Aundit conclusions? '
If not, please-indicate specific areas
: “lof disagreement with reasons for|
"1'(b) - [ disagreernent and also attach copies | NA
of relevant documents where| -
Necessary
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REMEDIAL ACTION TA.KEN
(a) -Improvement in system and - . :No Remarks
™ procedures, including internal |
’ 'oontmls ' :
l
_ Recuve:y of over payment pomted :
: 'out byandit” i

I © Reccwery of unider assessment, short

’levy or other'cues
. Modification in the schemes and Tae
. programmes including financing :
iReview of similar cases / complete -
“scheme / project in the light of ‘
findings of sémple check by audit |
ﬁ.ndings of sample check by audit. ! o~ .
Ny o : o
N
2 1‘.{5&&@‘;::
. &'{\" 1&59 )




- o
ACTION TAXEN NOTES ON C & AG’S REPORTS'
I [(a) | Department . COMMERCIAL TAXES
‘ (b) g:g;;/ﬁﬂ‘? of the Review Working of Intemnal Audit Wing
(¢} _ | Paragraph No. 3.2 -
{d) | Report No’ and Year C & AG report for the year ended March 2014, :
I | Date of receipt of the Draft Para /
Review in the Departinent
| ™ TDateof Department's Reply o
] . | As the department did not fugmsh detajled
. information on internal audit, audit was
Bt Gist of Paragraph/Review g
- unable 16 comment on the petformance of the
- _ : internal audit wing.
, Does the Department agree with the - .
IV |{a) | faets and figures included in the |-
paragraph? ) .
If not, Please indicate areas of
() | disagreement and also attach copies | -
of refevant documents in support
v @ Does the Department agree with i
|.the Audit conclusions?
If not, please indicate specific areas
- | of disagreement with reasons .for
(b) | disagreement and also amtach copies | -
of relevant documents where

necessary

807/2019.
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Faudit

VI REMEDIAL ACTION TAKEN
;(a) ;Improvement in system . The Internal audit wing of the department started
{  iand procedures, -functioning w.e.f. 1-6-2009. The Internal Audit Wing has no
iineluding internai S o )
'controls ;office at distriee level or in the regional basis. The whole-
; .' ‘ioperation'df audit iﬁspectibn are being carried out from the'
. )
'headquartem at Thiruvananthapuram. Details of inspection
o from 09-10 anwards in the AIT offices are given below:-
. 'Ofﬁce ‘me-To No of Settled - Balance
i o : . ;
!  AIT & CTO bogaml @9 4 3
: i Kalpetta o T
: '!' S 112a '
: HIAC  (AIT); 12-3-12 12 0 12 .
! ': Idu.klu . ! to
; 17-3-12
!'AIT&CTO ; 81012 . 7 0 7 .
i Kan_]:rappally to ' : .
i o 12-16-12 ; .
S JAIT&CTO ' 172013 ; 21 1, 2
S Alappuzha ! to | . ; !
: i P 6-7-2013 | b
P iATacto |7102013] 4 | 1 Fla
L iKalpetta | to. | i E
SR i ; 11-10-2013' ; 'J‘:
SAIT&CTO ' 6-1-2014 = 10 6 4
i ‘Kuth1yar.hode to ‘ .
) i10-1- 2014
. QiAlappuzha ) !
" HAIT&CTO | 64-2015 10 2 -8
: iAlappuzha o :
. L . 10-4-2015 -
’Recovery of over i-
fpayment pomted out by
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~—

@ ‘Recovery of under - -
assessment, short levy or |
sotherdues' . I

(d) -Modification in the
‘schemes and pmg'rammes
‘including financmg
- pattern

- (&) :Review of similar cases / E
©° jcomplete scheme / i

© iprojectin the light of :
{findings of sample check :

{by audit findings of :
sample check by audit. i -
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ACTION TAKEN NOTES ON C & AG'S REPORTS

of relevant documents where
necessary

(2) | Department COMMERCIAL TAXES
Subject/Title of the Review : .
(t) Paragraph Resuits of Audit
(c) | Paragraph No. 3.3 ) )
(d) | Report No. and Year C & AG report for the year ended March 201
@ Date of receipt of the Draft Para / )
) Review in the Department
(b)__ | Date of Department's Reply
: ' .| In 2013-14 dudit test checked the records «
nine units relating to agricultural income tz
assessments and other records showed undi
Gist of Paragraph/Review assessment of tax and other irregulariti
involving Rs.6.65 crore in six cases unds
income escaped assessment and I.nadmissﬂ}
expenses.
Does the Departent agree with the
(a) |{facts and figures included in the |-
- | paragraph? )
‘ ¥ not, Please indicate areas of )
(b) | disagreement and alsc attach copies | -
of relevant documents in support
(@) Does the Department agree with .
the Audit conclusions?
If not, please indicate specific areas
of disagreement with reasons for
(b) | disagreement and also attach copies | -
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VI REMEDIAL ACTION TAKEN

Ea) --:lﬂaprovement in system i Observation of Audit reIates to the period of 2013 14-
“iand procedures, ; p
{including internal ‘ As far as the CRAG report ended 31-3- 2014 concerned , .
Lo jcontrols, 'the short levy involved is Rs.6. 65 crore in 6 cases, With:

respect to the short levy pointed ont by the Accountan:}

| General reports have been subm:tted. Action is being:

taken to collect the amount where the audit ob_lectmnsi
P : na:e accepted and assessments are completed/remsedl
! ) : ;subsequently and created additional demand.

-

I - iRecovery of over i-
ipayment pointed cut by i
-audit !

i(c) [Recovery of under =
* iassessment, short levy or !
‘ other dues :

(d) *Modification in the . ' :
.chemes and programmes | v ’ :
nciudmg financing -
isattern -
He) |Review of similar cases / |
: i omplete scheme /
i JI'OJECt in the light of
' {indings of sample check

. , oy audit findings of
|sample check by audit.
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Action taken Notes on C & AG's Regorts

1_ () Depanment

N COMMERCIAL TAXES

(b} Subject / Title of the Review Short levy of tax due to appllcai&o;x_;f claini for

. ,Paragraph . deduction from income twice, o
" "(c) Paragraph No mmaﬂg .

) 'Report No. and Year \C & AG report for the year ended é?bs-gom
P oL (a) 'Date of receipt of the Draft Para/  _18-07-2014 T
i 7 . ;Review inthe Department - L
C i(") Date of Department's Reply : : T _ :
‘ -IE * Gist of Paragraph/ Review o The plantation Corporation of Keralz Limited,’

: 'Kottayam, a public sector company, ¢'aimed X..
four crore paid against insurapce - premium.
'under 'group gratuity scheme' as _deduetion
Erom the net profit to amve at the agncultural
" ) . 'mcome for the prevxous year 2009- 0 as per
' ' ' . the statement of computation, Assessing officer
<accepted .the c.laun as admissible deduction.’ .
.Audlt scrutiny of the accounts of the assessee’
’revealed that the assessee had already:
gaccounted this amount as expenditure in the’
{P&L account for amiving -at the net proﬁtf
jalong  with annual insurance prezmum
* | Acceptance of the claim for deduction by the '
,assessmg officer resulted in short compu-tation:,
i , ,of agricultural income to the tune of % four‘
: ' ’ ' ;crore and consequent short levy of AIT of ?
N xtwo crote.
v E(a) {Does the Department agree with the'Yes )
. facts and figures included in the
P |paragraph? '
{(b)'If not, Please indicate areas of'NA
‘disagreeement and also attach copies;
‘of relevant documents in support

V : (a} : Does the Department agree with the Yes
‘Audit conclusions ? : : '

;(b) If not, Pledse indicate specific areas: NA
‘of disagreement with reasons for
‘disagreement and also attach capies:

of relevant documents where!’
inecessary T
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o _ Remedjal Action Taken
VI ;(a) FIn;prov;ment-in systemand  The assessment under the AIT Act 1991 in respect
. ; procedures including . .
E ginte rnal controls. of M/s. Planation. corporation of Kerala Ltd.,
; Knttayam for the year 2010-11 ws reopened and
- completed under secnon 41 of the AIT. Act as per'_
orcler No. 23900028/10—11 dated 31-12-2014, Total‘ '
mcome was refived as Rs. 21,10,54 ,280/- a.fte.r'
‘adding back the itreguler claim of gratuity of Rs.:
: ' ' :4,00,00,000/-, The Company has remitted %,
£ N ;2:00,00,000/-  as tax vide ~chalan  No.!

I b

! ' 937/13-03 2015

'—h*ﬁ_

i(b) 'Recovery of nfverpawnentr ' ' ‘ o
; -pomted outbyaudlt

(© ’Recovery of  under,
l izzssessment short ‘levy orE

i other dues i

. | Modification  in  the:
i ;schemes and pmg‘mmmes‘
! 'mcludmg ﬁnanung pattern | . : B
‘(e) ‘Review . of - sumlar ’ : ’ ‘

| cases/complete '

! scheme/project in the ]J,ghta :

{ . jcf findings of sample check! . . )
o hy Andit findings of sample : . S
al icheckbyAud:t. o '

[

e e

RN




64

7 ACTION TAKEN NOTES ON C & AG'S REPORTS
Aa) E_Department o . COMMERCIAL TAXES

d ) 'Subject / Title of the Review Short levy of AIT due to non-reckoning of
. S .receipt of previous year against bad debt

P written off
;A(c) 'TParagraph No. 3.5
;(d) iReport No. & Year ‘C & AG Report for the year ended 31.03.2014. .

(a) Date of receipt f the Draft Para /- '18.07. 2014
i Rewew in the Department

1
' i

. )} .Date of Department's reply

M ! Gistofthe Paragraph/Reﬁew. "The plantation Corporation of Kerala Ltd,’

Ei(ottayarn a pubiic sector company, received Rs.

. 1 38 crore as miscellanecus mcome whn:h
mcluded Rs. 57.85 lakh being bad debts written
;off in earlier years. Though any mount‘
‘received in the previous year in respect of bad'
%de_bts written off in earlier yeé.‘rs should be'g
%deemed.to be agricultural income of the year mI
%which it is received, the assessing 'authorityi

. iwhile finalizing the assessment did not include’
'1the above income as agricultural income' Thisi
resulted in short levy of AIT of Rs.28.92 lakh. -

N (a) Does the Depamnent agree with | . Yes
!the facts and figures included in :
i 'the paragraph? : .
! ‘(b) llfnot Please indicate areas of | NA

dlsagreement and also attach |
' copies of relevant doe:uments in

i

, __isupport ‘
v i{a) | Does the Department agree w1th ' 7 Yes
: the Audit Conclusions? ) )
('b) If not, please indicate specific NA

iareas of disagreement with

i reasons for disagreement with - -
ireasons for disagreeient and
‘also attach coples of relevant

i documents vhere necessary
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VI ‘ DIAL ACTION TAKEN

: ?Improvemept in system and
1(a)  procedures, including internal
! - lcontrol

i

|
(b) iRec.overy of overpayment
i ! pointed out by Audit

l;

: Original assessment of M/s. Plantation
:Corporation for the year 2010-11 was'
completed U/Sec: 39 on 25.10.2012. Later on
|m audit the Accountant Genergl had noted thab
iI:ad debts written off received during the year!
2009 10 was given exemption w}ulej'
; completing the original assessment for the yearf
;2010-11. Their finding was that the exemption-
ggivé_h on such head is irregular and henee not-
, allowable.

As per Sec 4(2) (iii} of the KAIT Act 1991
any amount received in the previous year m

~ jrespect of bad debts written off in any previous: .

.year shall be deemed to be agncaﬂtural mcoma

'recewed in the previous year.

Considering the audit cbjection re\nsedﬁ

. iproposal for reassessment was issued to the.

,assessee on 09.09.2016, and a modiﬁed ’
iassessmeﬂt order was passed as per Order No.

'23900028/2010—11 dated 05.12.2016 andi
=demanc1 nonce of Rs, 53 09930/~ was served N
on the assessee on 29.12.2016. !

1(Single order for 3.5 & 3.6)

“(c) .Reeovery of under Assessment,
; - ;short levy or other dues

4

f(d) ;Modxﬁcauon in the scherne and !

J7/2018.
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programmes including financing |
;pattermn ’
(e} 'Review of similar cases /

! complete scheme/ project in the .

:ight of findings of sample check | ;
‘by‘ Audit

l
l
-
t
3

P
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Action taken Notes on C & AG's Reports

lareas of disagreement with

. ireasons for disagreement and

;also atach copies of relevant
:documents where necessary

1 i(a) Department COMMERCIAL TAXES , o ‘
-(b}. :Subject / Title of the Rewew Short levy of AIT due to non- cons1derat10n
: 'Paragraph .of crop insurance received during the
! ’previous year
© ’parag:aph No .36 o
{d) " iReport No. and Year C & AG report for the year ended 31-03-
‘ . o _:2014 o
‘1 [(a) |Dateof receipt of the Draft  ;18-07-2014
S o
: ~ v {Review inthe Department '
o ‘(b) - 'Date of Department’s Reply ‘ . o
i ! iGist of Paragraph/ Review ~ *  The plantation Corporation of Kerala
Co R !Liimted, Kottayam, a public sector c,ompany,3
A ireceived X. 1.38 crore as miscelianeous’
o ; imcome as’ per their P & L account for,
' :2009-10. Audit found that the m!soellaneous
! ‘ !fmcome included receipt towards crop
‘ i insurance of X. 48.35 lakh. However, w}nle
; ﬁnahsmg the. assessment for the year
y : 12009 10(October 2012) The assessmg:
: ‘authorify did not include ¥.48.35 lakh as’
Co | agnculmral income - for the year 2009-10..
C ' ‘The resulted in short levy of AT of X. 24 18
Lol lakh
IV I(a) !Does the Deparmment agree.  |Yes o L
i !; with the facts and figures ' Cod
o included in the paragraph ? :
i 1) | not, Please indicate areas of |NA
P jdisagreeement and also attach ! . i
T copies of relevant documents | :
L tin support i
.V. (a) {Doesthe Department agree  |Yes '
- iwith the Audit conclusions? |
“(b) If not, Please indicate specific iNA

i
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VI . Remedial action taken .
~ VI .(a) Improvement in system ang Original assessment of M/s. Plantation .
. : dures ‘
: gr:: rial controls mdudmg:Coxpomncn for the year 2010-11 was completed:

runder sectien 39 on 25-10-2012, Later on audltf

Accountant General had noted tht crop insurance .

© jof X 48.35,300/- received during the yar;

’ ‘2009-10 Wwas not taken into consideration w}uIeg'

oy 'completmg the assessment, :
i

|

o . | As per Section 4(2)(ii) of the KAIT Act 1991
i . . '

Iwherl an allowance or deducnon has been made |

/in the assessment for any year in respect of loss,’

: ' expendlture or liability incurred by the asessee;
.and where the asegsee has obtained either m
cash or in any other manner in respect of such
.loss, expenditure or some benefit in respect of
such liability during the previous year the.
amount obtained by him or the value of beneﬁt-

"accured shall be deemed to be Agricultural;

[
{income received in the prevmus year.

| Considering the audit objection a revised .
i- : iproposal for reassessment was issued to the.
- asse_ssee on 09/09/2016, and a modlfied
A? E assessment order was passed as per order No
23500028/2010-11 dated 05.02-2016 andj,
demand notice or %, 53,09,930/- was 's.er\'red oné
, ‘ o ithe assessee on 29-12-2016, '

R o :{Single order for 3.5 & 3.6) o
(b Recovery of overpayment! - ‘ ‘ :
: pointed out b y andit i : : R
1) (Recovery  of  under, 24.18 lakh - :
i assessment, short levy or

other dues ’

1 L
; :
; - : - [
| (d) ;Medification in the schemes;- )




and programmes . including

financing pattern

69

Review of similar
cases/complete -
schemé/project in the light

. |of findings of samnple checkj
© 7 by Audit findings of sample
¢ jcheck by Audit..
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ACTION TAKEN NOTES ON C & AG'S REPORTS

Department

m

| of relevant

documents -where

Cj(a) COMMERCIAL TAXES
N :(b) ;FSub_]ect/I;II“itle ofthe Rewew | Tax Admm:_stranon
(c) | Paragraph No. 131
(d) | Report No. and Year E C & AG report for thé year ended March 2013.
E @ Date of receipt of the Draft Para /
| Review.in the Department
(b) ! Dateof Department's-Reply - - :
R T o | The companies and persons, who derive
| agricultural income within the state are liable
to pay agricultural income tax (AIT). In
o . respect of Companies, tax is chargeable at the
Gist of Paragraph/Review rates prescribed in the Shedule to the Act.
’ ‘ From April 2000,  persons, holding landed |.
prdperty upto 500 hectars may opt to pay tax
at compounded rate. -No tax is payable on
‘ S first five hectares: ’ '
Does the Department agree with the’ - :
| (a). | facts -and figures included in the
paragraph?
| If not, Please indicate areas. “of
4 () . + disagreement and also attach copies
) | of relevant documents in support,
- (5) | Does the Department agree with -
" | the Audit conclusions? .
“TTf not, please iridicate-specific areas
'} of disagreement with reasons for
disagreement and also attach copies-

necossary
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- REMEDIAL ACTION TAKEN

(aj

|Imprevement in system ‘

'and procedures,

. |inéluding internal
_{controls.

No Remarks

" - [Recovery of over-

- [audit -

payment pointed out by

‘(CJ

Recovery of under

assessment, short levy or |

other dues

J@”

|schemes and programmes

Modification in the
including financing

pattern

e

Review of simildr cases /
complete scheme /
project in-the light of =~ .
Fndings of sample check
by audit findings of

sample check by audit.
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" ACTION TAKEN NOTES ON C & AG'S REPORTS

1) | Department - - COMMERCIAL TAXES-
: “Subject/Title of the Review L
.b). Paragraph A Trend of receipts
o - Paragraph No. 3.2
" 'd). | Report No. and Year C & AG report for the year ended Maithi 2013.
[ Date of receipt of the Draft o ‘ . :
(a) | Para/ Review in the ‘
C ept -
(b) | Date of Department’s Reply
: I ) : “Actual receipts from AIT during the last five years ‘2008.09
to- 2012-13) along’ with the budget estimates during the
same period are exhibited in the following table and graph.
Year  |BudgetlAcrual |Varfation |Percenia | Total tax|Percert | Pertent f| .
Estima | Receipts te of|recetpts  |age offage ofjL
tes variation | of the | Acraal
: stete receips {over
' to tolal | previous.
tax year -
- receips
00805 | 739 (1397 [(#) [(+) [15.990.18|007 ()
) . 458 65198 : 51
1 Gist of Paragraph/Review - 200010 (852 2773 (1) |+ |17e2s42(00 - |13167
) I _ ] : e 22547 _
preprry PrYe P PR TR P PR R 2
177 [aaer [2mam . .
oiiio e lazss (o | |smsselois {0
. 2837 195.79 B.75
s 1311558 |1892 - [(+) |G+) - |$0.07661[0.06 10D
254 |iB40 ] 55.86

‘Though the actual receipts showed an increase of 18.40 per}

cent over the budget estimates for the year 2012-13, there
was a short fall of 55.86 per cent in the actual receipts for

(a)

| Does . the .Department -agrée
with the facts and figures|

included in the paragraph?

2012-13 when compared to that in 2011-12.

-

1f not, Please indicate areas of
-disagreement end also attach
copies of relevant documents
in suppott :

(2)

T Does the Department agree

with. : .
the Audit conclusions?

®)

‘aress of disagreement with

reasons for disagreement and

- sannvr

If not, please indicate specific

also attach copies of relevant |-
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VT " REMEDIALACTION TAKEN

(a) Improvement in. system The actual receipts showed an increase of 18.40% over the budget
fnngu%mem o estimate for the year 2012-13, But there was a short fall of 55‘86%

. ‘controls. . - .. - in actual receipts for 2012-13 when compared to that in 2011- 12
o - Agncultural income depends iipon the pmducnon of . crops '
chrnahca] changes, price’ variation in the worid market etc.

Scmetimes producnon is mcreased but the price is decreased The

. reason for variation is due to less producnon of ma_]or produces '

like cardamom, pepper and mbber

Recovery of over’ 7
payment pomted out by
-audit

. () Recovery of under -
assessment, short levy or
other dues -

(d) - Modifieation in t.he -
i schemes and programmes

. fheluding financing -

- pattern : .

" ()’ Review of similar cases / -

' complete scheme / = - :
Project in the light of
. findings of sample check
.: by audit findings of -~
sa.mple check byaudlt -

807/2019.
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-ACTION-TAKEN NO'I'ES 'ON C & AG’S REPORTS

bepam'nent

of relevant "documents where

| necessary

() ‘ COMMERCIAL TAXES
NIU Smubjmﬂ? of the Review Arrears in AIT assessment |
(¢} [Paragraph No. .| 3.3 T
(d)" | Report No. and Year . C&AG report for the year ended March 2013
@ - Date:of receipt of the Draft Para /
- |'Review in the Department
{b) - | Date of Department’s Reply - .
o ‘ The -department furnished the position "of
| arrears under‘Al'I' which is as shown below:-
Openmg Balance - 4,740
Addition during 2012-13 2,755 -
7 |including remanded cases '
Total ' _ 7,495 .
No. of assessments completed |- 3,022
S Arrear cases 2,129
Gist of Paragraph/Review ‘Current cases - - 885
' Remanded cases - 8
Closing Balance 4,473
The above table shows that the department
- | completed ‘3,022 assessments which was
.140.32% of the arrears qutstanding.
Audit recommends the Government fo give
direction. to the Department to complete |-
assessments which are in arrears in a time
o : : bound manner. ;
" . | Does the Department agree with the ,
(a} | facts and figures mcluded in the
" - | paragraph?
. |If not, Piease indicate areas of
(®) | disagreement and also attach, copies.
- | of relevant documents in support
@ Does the Department agree with
. | the Audit conclusions?-
‘| . .| not, piease indicate specific areas
. | of disagreement with reasons for
(®) | disagreement and also attach copies
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sample check by audit.

REMEDIAL ACTION TAKEN'
(a) Improvément‘ in system  |In obediencé to the strict directions issued by the Commissioner of
‘|and procedures, . - Commercial Taxes, the pendency of AIT assessments is now
including intemal brought down 16 a lesser number, : R
“|controls. - - |Present position of AIT assessment as on 31-3-2017 i§ given
: RS below:- - ' - ’
- |Opening Balance . 446
Addition during 2016-17 296
Total ' 742
No. of assessments completed AKE
Arrear cases - -282 -
Currentcases  -173
Remanded cases . Q|
. -|Closing balance - 287
Directions were issued to. the assessing authiorities to compléte the
pending 287 assessments before 31-3-2018, J
" |Recovery of over o ' '
payment pointed out by
(&) |Recovery of under -~ ...
agsessment, short levy or
.1 . fotherdues. ) .
- |(d) [Modification inthe - |- -
- ischemes-and programmes{ -
including financing - -
pattern -
(e) |Review of similar cases / |--
. {complete-scheme / ~ - .
*. |project in the light of
RN 4 findings of sample check
", |by dudit findings of -
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AcrION TAKEN NOTES ON C & AG'S REPORTS ;

Department -  COMMERCIAL TA)CES :
’ Subject/Title of the Review
(b) Par ph . Impact of Audit
{c) ' |-Paragraph No. - 3.4
_1(d)" jReport No. and Year C & AG report for the year ended March 2013,
o |y ‘Date of receipt of the Draft Para /
] .| Review in the Depa:ment
{b) | Date of Department's Reply .
L C : During the last four years, cases of |
inédrms' sible  expenses, income. 'escaping
-assessment, incorrect computation of. mcome,
‘underassessment due to assignment of
incorrect status ete., with revenue implication
o Gistof ' ) of Rs.76.28 crore in 178 paragraphs- were
.| Gist-of Paragraph/Review . ‘ : .
.. - ‘ p. : | pointed - out. Of  these, = the
: Depamnent/Govemment accepted -~ audit
observations involving Rs.1.23 crore and had :
-sirice recovered Rs. 0 2¢ erare.” The-amount of
.| recovery sgainst the amount accepted was |-
: ' . . neghglble
R DpestheDepamnentagreewithme _
IV | (a) [facts and figures included in the
; | paragraph?
- " |1f _not, Please -indicate areas of
10y | disagreement and also attach copies
" | of relevant documents in support
v @ Does the Department agree with
) the Audit conclusions?
If not, please indicate specific areas
- tof disagreement with reasons for
(b} |-disagreement and also attach copies
* |of relevant ~documents where
.| necessary .
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VI REMEDIAL ACTION TAKEN
(a) Improvemmt in system ‘ The shart. reahsanan of amounts in the acceptad cases was ‘die to
.. |and procedures, . thie amount being adjusted towards loss which was carried forward
" lincluding internal from the previous year. Al the amounts pending for realisation
{controls. has been recommended for action urider RR. . Progress of|
: COllecnon under RR by the Revenue depan:mem and 1ACs are
reviewing every month. Details of AIT RR arrear ool)ecnon fmm )
2012-13 onwards are given below:- - .
'YEAR . Arvear Collection
o RR  (in crorey
2011-12 . 06
S2012-13 - | a1
2013-14 | . 74 .
201415 | - 217
201516 | - . g2 .
201617 | 21
Recovery of over '
payment pointed out by
audit
() Recovery of under = |- . . L o
Co assmment,shonlevyor S S . “
|other dues ) ‘ : ’
'(d) |Modificationinthe . {— .
.. |schemes and programm_es
including financing
pattern . .
(e) {Raview ofsin‘xilarcases/ -
'complete scheme /
project in the light of
findings of sample check
by audit findings of

sample check by audit.’
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* ACTION TAKEN NOTES ON C & AG’S REPORTS, .

| @ | Department - | COMMERCIAL TAXES
.| Subject/Title of the Review L o
b | Paragraph o | Working of Internal Audit Wing
©- Paf_ﬁg‘mph No, i35 o ' :
" {(d |ReportNo.and Year - | c & AG report for the year ended March 2013.
i @ Date of receipt of the Draft Para/ | ' B a
Revi_ew in the Depaxment i
{b) ' | Date of Depmﬁner_it‘s Reply
. - 45 details of internal auo-:lit. conclucted were not
o made available by the Department, Audit could
m Gist of Paragraph/Review . - : . : . i
‘ S ‘not commient on . the performance of the
Internal Audit Wing
: Does the Department égree with e’ '
IV { (2) | facts and- figures included in tle
. . paragraph?_ -
S b noﬁ 'P_leasé indicate -areas of
(b) 1 disagreemerit and aiso attach copiés '
. - | of relevant documents in support ’
v- [aj' Does the Départment agree with |
|7 | the Audit conclusions? I
If'not, pleage indicate Speaﬁc areas t
" jof disagreement with reasons for -
(b). ' | disagreement and also attach copier |

of relevarit documents where;

{

necessary . -
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controls. -

I REMEDIAL ACTION TAKEN

= ’Improygment insystem [Internal  Audit Wing - was orgamized .as - per Order
- jand procedures, No.A1-21044/09/CT dated 18-05-2000 by the Commissioner,
including internal Commercial Taxes Department and the wing was started

functioning with effect from 01-06-2009 with a staff strength of; .
one Deputy Commissioner, 2 Assistant Commissioners, and §
Commercial Tax Vofﬁcers. .

"{n Para 230 of the Revised Budget Speech 2016, the Honourable
Finance Minister -announced about strengthening: of the Interral
Audit wing by including Audit. Assesstnent Wing. Preseitly, the
Internal Audit Wing of the department is headed by one Deputy,
Commissiorer, comprising of 10 Assistant Commissioners and 17)
Commercial Tax Officers along with su>-ordinate staff, - -

The result of Audit conducted in various offices from 2009-10
onwards is éxtrar ted here under:- - : .

Office From-To No. . of|Settled Balance i}
AIT & CTO | 7-2-11- 7 14 | 3]
Kalpetra to : - i :

: : 11-2-11 : .
IAC (AT} 12312 -] 2 0] -2 ¢
Mukki . . to E

. 17312 |
AIT & CT) gi0-12 | 7 | 1 6

- {Kanjirappaily o - -

‘ 12-10-12 o .
AIT&CTO | 1.7-2013 17 1 | 16 -
Alappuzha - [° o : :

- 6-7-2013
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sample check by aucht

|AIT&CTY> | 7-10-2013 4 3
" |Kalpetta ' o
11-10-2013
AIT&CT)Y . | 612014 | 10 4
Kuthiyatt >de, to
Alappuzha 10-3-2014 .
AIT & CTO 6-4-2015 | 10 8
|Alappuzha to
o - 10-4-2015 .
: AIT & C(TO| 15-02:2015 | 42 41
) : Sulthanhs chery | - to- :
: L 20-62-2016
AIT & CTO|1-07-2016to0! - 19 19
Devikulas 1 - 8-7-2016 . - :
AT &CT ). 13-03-2017 | 15 15
{Mananth: vadi | 18-3-2017 '
Recovery ofover
payment pointed oitt by
- taudit’
(3] Recovery ofunder --
.. "| assessment, short levy cr
lother dues . -
(&) {Modification in the . . |-
*  tschemes and programmes
including ﬁnancmg
| |pattem.
() |Review of similarcases/ -
. jcompléte scheme /
project in the light of -
.. |findings of sample check | }
by audit findings of
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ACTION TAKEN NOTES ON C & AG'S REPORTS

(a) Départment . COMMERCIAL TAXES
(b) | Subject/Title of the Review Paragraph Results of Audit
(c) Paragraph No. 3.6 ]
(d) | Repott No. and Year C & AG report for the year ended March 2013.
n |@ |Pere of receipt of the Draft Para / ' ‘ o
Review in the Depanment
(b) | Date of Department's Reply ' .
i o In 2012-13 audit test checked the records of 31
| units relating to AIT and noticed underassessment
of tax and other irregularities involving Rs.26.45
crore in 37 cases which fali under the folldwmg
categories. ) )
S1 |Categories ‘[No.of -[Amount
No _ cases :
1 (Income " escaping[16 3.40°
assessment - ‘
s 2 jIncorrect - computation|2 - 0.39
1 Gist of Paragraph/Review of rax , .
. 3  |Inadmissible expenses |17 13.07
4 |others 2. |os9
Total 37 26.45
During the course of the year, the department |
accepted underassessment and other deﬁcie-n'ci_es'of
‘ Rs.0.55 crore in 5 cases out of which 2 cases
involving Rs.0.39 crore where pointed out in audit { -
during the year 2012-13. No amotint ‘was reaslised
: by the department during the year 2012-13,
.7 |Does the Department agree with the . S
v | (a) facts - and figures. mcluded in the|:
paragraph? .
If not, Please indicate areas of|
(b) | disagreement and also attach copies of | .
_relevarit documents in support -
v ot )_j Does the Department agree with
2" _| the Audit conchusions? e
If not, please indicate specific areas of
' o "| disagreement.  with  reasons  for|
. ),' disagreement and also attach copies of |
] relevant documents where necessary -
807/2019.
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REMEDIAL ACTION TAKEN

(a)

Improvement in system
and procedures,
intluding internal
comrols.

|No Remarks

Recovery of over
‘payment pomted out by
audit’

'_(c)

Recovery of under °

- {assessment, short levy or

other dues

@

Modification in the

mdudmg financing

*jpattern’

schemes and programmes | -

(e

Review of similar cases /
complete scheme /

" Iproject in the light of

findings of sample check .
by audit findings of

sample check by audit, -
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ACTION TAKEN NOTES ON'C & AG’S REPORTS

Department

| COMMERCIAL TAXES

.of relevant

documents - where
necessary

I |f(a)}~
(b) [S::?; ;‘;;{:ﬂe of the Revlew Non Observance of provisions of Act/Rules
' €c) | Paragraph No. 137 -
{ " {(d)  [Report No. and Year C& AG report for the year ended March 2013.
I () Date of receipt of the Draft Pata / -
Review in the Department
(b) ' |'Date of Department's Reply’ . I : s
' S : | Scrutiny of the assessment records of AIT.in
Commercial - Taxes - Department revealed
N o . several cases of non-observance of provisions
I _Gist of Paragraph/Review - S . -
- . S of Act/Rules, incorrect determination of
-'income/intereSt grant  of madmxsslble -
- expenses/ allowances and other cases
Does the Department agree with the
IV | (a) |facts and figurés included in the R
- - | paragraph? s
~ |If not, Please indicate a.reas of
(b) |disagreement and also attach copies
of relevant documents in support
v | () Does the Department agree with
) the Audit conclusions?
K -Jf niot, please indicate specific areas
© ' Jof disagreement with reasons for
(b} | disagreement and also attach copies
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REMEDIAL ACTION TAKEN

(@

Improvemént_ in system
and procedures,

jincluding internal

controls.

|No Remarks .

Récovery of over
Payment pointed out by
audit

1@

Recovéry of under
assessment, short levy or

: o_t.her dues

(@
“{schemes and programmes

Modification in the

inciuding financing

pattern

1ie)

Review of similar cases /
complete scheme /
project in the light of
findings of sample check
by audit findings of

-« |sample check by audit,
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ACTION TAKEN NOTES ON C & AG’S REPORTS -

(@)

COMMERCIAL. TAXES

Department 7
b {Subject / Title of r.he Review  iMistake in computation of Agricultural Income
Paragraph ' . . .
¢ {Paragraph No 13.7.1 (a)
d |Report No.and year ~ C & AG Report for the year ended 31/03/2013._-
II |a |Date of receipt of the Draft 17/05/2013,
|Para / Review in the '
Department .
b {Date of Department's reply _ .
' .. M/s.. Kerala' Forest Devélopment Corporation Ltd;,
m Gist of Paragraph / Review Kottayam filed gnnual return for tﬁe year 2009-“10
Ny disclosing a net agricultural loss of of Rs. 7.3% lakh.
The assessing authbn'ty rejected the retum and
finalised the assessment adding back the inadmissible
expenses of Rs. 3. 84 crore to the conceded loss and
~|allowing Rs. 2 lakh towards contribution to seminar. | -
s/ But the conceded loss was erroneously reckoned as Rs,
|73.93 lakh against the actual loss of Rs. 7.39 lakh. |-
The mistake.. in computanon resulted in mcome
escaped from - assessment amou.nu.ng o
- |Rs. 66.54 lakh and resultant short levy of AT of Rs.
_ R 33.27 lakh.
Does the Department agree
: {a} {with. the-facts and figures Yes
s included in the paragraph ? -
.| {ifnot, please indicate areas of B
. | (b} I disagreement and also attach N.A.
copies of relevant documents N
in supports -
_ B Does the Department agree
V |{a) {with the Audit conclusions Yes
lf not, please indicate speafic .
(b) |areas of disagreement with - " NA

rrmnane frr dicasrasamant 97\!’1
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REMEDIAL ACTION TAKEN

B eontrols

| Improvement in system and
procedures including: mtemal

-~ lincome of M/s.

|Rs. 33,26,999/-. '

amo unt

03/14.

'I‘l_aé mistake in completion of net agricultura
Kerala Forest .Developmen
corporation Lid,, for the year 2009-10 wa
rectified under Section 42 of the AIT Act o
02/01/2013 demanding an additional amount o
Also initiated' action unde
Revenue Recovery Act for realization of th
The first appeal filed by the assesse
agamst this oider was panly allowed and th
assessment was revised as per ‘the order date
29/07/2015 The Department has filed secon

- appeai “before -the Honourable AIT Appe]lat

'I'rlbunal, Additional Bench, Kottayam as AITA Nc
The appeal is still pending before th
Tribunal. . ’

Recovery of overpayment pointed
out by audit

Recovery of under assessment ,
_ |short levy or other dues -

Modification in the schemes and
programmes mcludmg ﬁnancmg
| pattein

Review of similar cases / cOmplete
scheme / project in the light of

: ﬁndmgs of sample check by Alld!t |
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ACTION TAKEN NOTES ON C & AG’S REPORTS

(a){Department . COMMERCIAL TAXES

b |Subject / Title of the Review . Mistake in computauon of Agricultural Income
- " tParagraph . : :

¢ .|Paragraph No 13.7.1 (b)

d . [Report No. and year

C & AG Report for the year ended 31/03/2013.

I

a -|Date of receipt of the Draft
* [Para / Review in the
Department
b Date of Departments repIy .
M/s. . Kailas Rubber compériy, Kottayam filed annual
m!  lGistof Pafégraph / Review retur_n_ for 2009-10 disclosing net income of Rs. 12.27
. |lakh. The assessing authority rejected the return and
|finalised the assessment adding back inadmissible
i expenses of Rs. 35.44 lakh. Thé net agncultural
income was allowed to set off against the carry
forward losses of previous year. .But while fixing the|
net agricultural income | the assessing authority
omitted the income of Rs. 12.27 lakh conceded by the
assessee and fixed the agncu]tural income as Rs. 35.44
lakh against the actual i income of Rs. 47.71 lakh T'he
xmstake in computation resulted in escaped income: of |
Rs. 12.27 lakh from. assessment and short levy of AIT|
. of Rs. 6.13 lakh.
Does the Department agree - .
{a) |with the faets and figures- Yes -
v included in the paragraph ?
If not, please indicate areas of )
(b) |disagreement and also attach NA.
{copies of relevant documents :
in supports.
Does the Depart’mént agree :
V' |(a) |with the Audit conclusions Yes
If not, plt_za'sé indicate specific.
areas of disagreement with - R
(b) | reasons for disagreement and N.A

also attach. copies of relevant
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REMEDIAL ACTION TAKEN

a Improvementmsystemand
procedures including mtemal
: controls

" \order dated 08/12/2011.

Agricultural income Tax assessment in respect of
M/s.
year 2009-1C was c_ompleted' as per this office

Kailas Rubber Company , Kottayam for the

But while completing
the assessment a mistake has happened by
omitting to add the income conceded by. the
assessee in theu' retum This was rectified by this
office order dated 02/01/2013. The ~ income
te-fixed to Rs.47,71,103 and was adjusted fo the

b Recovery of overpayment poinited
out by audit

Joss carried fcrward from previous year.

¢ | Recovery of under assessment,
| ishortlevy or other dues

14| Modification in the schemes and

pattern

programmes including financing

e | Review of similar czses /. complete
scheme / project in the light of

findings of sample check by audit

findings of sample check by Audit -
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_ ACTION TAKEN NOTES ON C & AG’S REPORTS

T ] () | Department - : COMMERCIAL TAXES
(b) | Subject/Title of the Review Short levy of AIT due to excess deduction of
‘Paragraph : ’ ) replantation allowances. . :
(€) [ Paragraph No. ) 3.7.2 _
(d) | Report No. and Year CRAG teport for the year ended 31.03.2013
It | (a) |Dateofreceipt of the Draft - o :
Para/Review in the Department
{(b) i Date of Departinent’s Reply ) ’ -
Hl Gist of Paragraph/Review - As per the P &L accounts of M/s Malankara
: Plantations, Koaayam a domestic company far
the previous year 2008-09. the agricu]tural
mcome derived from rubber and tea were |
’ 'Rs 8. 23 crore sad Rs, 4.21 crore respecnvely
. |Hence  as  per rules, - the  admissible |
réplanz:atioﬁ allowances were Rs.20.58
lakh(2.5 per ceal of Rs.8.23 crore) and
Rs.0.31 lakh (1.5 per cent of Rs.4.21 crore)
H respeénvei‘y for rubber and tea. They claimed |
deduction bf Rs.35.953 lakh and. Rs B80.27 lakh |
!re..specrveiy in “their annual returns towards
frepzamancn allowances Tor rubber and tea
1 duriag 2009-i0. 1 he assessing authority
. Il finalised (December 2011} thé assessment
: - fixing the net agricukural income of Rs.L.59
‘ crore aliowing the above deduction. The |
i excess dzduction of replantation allowance
_ ' ! resulteq in snoit levy of AT of Rs.27.18 lakh.
() Boes the Depa.rtmem agree with the ! :
| facts and figures included in the |
. paragmph? L N
)] If-not, Please indicate areas of |
" | disagreement and also attach copies |
- of relevant documents in support ; e e
V. | (a} | Does the Department agree with the | | _ T
Audit conclusions? : i -
A(d) | If not, please indicate’ spemﬁc areas
“of disagreement with reasons for ‘
disagreement and also attach copies |
of relevant documenl;s where o -
necessary : - ' i

so7hg
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. REMEDIAL ACTION TAKEN

(=)

.Improvement in system and
_procedures, including internal
control.

M/s. Malankara Plantation Lud, is engaged in the business of
1| cultivation, manuiacture and sale of Rubber & Tea in the
State of Kerala. The Income Tax authorities have computed
the income from Rubber and Tea as per Rules 7A and 8 of
the Income Tax rules respectively for completing their
assessment. 65% of the' Rubber Income and 60% of the Tea
income arrived by the Income Tax avthorities were treated
as the AIT incomiz. The arsessiment for the year 2009-10
under Agricultiirai {ncome Tax Act wzs completed adopting
che above said calwalations. Mo further deductions by way of
te-plantation  allowance w=re allowad ar the time of
completing the assesement un :if‘ Agricultural Income Tax
Act. -

thz income, the Income Tax
> entire claim of the assessee
towards re- p.mt:t on allewarce 25.280,26,757.00 for Tea
and v Fibher without considering .
the stipulaticrns in rhe ﬂ t runural 'ncome Tax  Act and
Rules. .

But while :omy
authorities heve lowsd ¢

Accor’hnn ' fee. 10 of the Act, the assessing
e ok i 2} "scome Tax, Act have no
jurisdiction to xa’ e -ompuation made by
the Income Tax e -re any allowances claimed
by the assessee 3~d ‘110v\e{1 b‘ the Income Tax Officials
could not be dizctowed, 1 if thrse” were against the
provision of th= 27" &7t wi! ripleting the assessment,
Hence there - <f v>plantation aliswance
in this case, )

E)

Recovery of overpayment pointed

out by audit

{c)

Recovery of under assessment,

. short l'evy ar other dues

@

-‘Madification in the schemes and

programmes including financing
pattern

(e)

Review of similar cases/complete
scheme/project in the light of

ﬁndmgs of sample check by Audit
findings of sample check by Audit
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ACTION TAKEN NOTES ON C & AG'S RﬁPORTS

Departmenr-

COMMERCIAL TAXES |

b {Subject / Title of the Review | Non-levy of interest on belated payment of

Paragraph ‘ Agricultural Income
|c' |Paragraph No 1373 '
d. |Report No. and year 'C & AG Report for the year ended 31/03/2013.
I |a |Dateof receipt of the Draft  |29/05/2013. '

Para / Review in the .
Department
Date of Department's reply

| Gist of ‘Paragraph / Review

M/s. Tropical Plartations Ltd.;_Kottayam an assessee

{a)

with the Audit conclusions

I ’ coh:pany conceded uet,'traxable income of Rs. 74.78
lakh for the year 2006-07. The tax due amounting to
Rs. 37.39 lakh was remitted on 01 January 2007.
- |While completing the AIT assessments, the assessing
quthon'ty did not lev.y interest on the advance rax due
amounting to Rs. 29.91 lakh on the agriculturaf|
lincome of Rs. 59.83 lakh ( 80 percent of Rs. 74.78
lakh) which had to be paid on or before 28 February
2006. Non-levy of interest for the period from 01]
March 2006 10 3] December 2006 worked out to Rs.
_ _ 2.99 lakh ' :
. | Does the Department agree ‘
1(a) |with the facts and figures
V! ' |included'in the paragraph ?
| |1 not, please indicate areas of
(b) |disagreement and also attach
" |copies of relevant documents
in supports : B
Does the Department agree
v

(b)

If not, please indicate specific
areas of disagreement with _
reasons for disagreement and
also attach copies of relevant
documents where necessary

20119
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REMEDIAL ACTION TAKEN

a |Improvement in system and procedures
inctuding internal controls

My/s. Tropical Plantations Limited, Kottayam had
to pay an advance tax Rs. 29.91,285.00 on or before
28/02/2006. But they remit the tax on 01/01/2007,

‘|the interest from 01/03/2006 to 01/01/2007 worked

out to Rs.2,99,128.00. A notice was issued to the

. |company intimating this fact on 01/11/2012 and the

company has not filed any objéction. Hence as per the
order No. 23900031/06-07 dared 11/12/2012, an
interest of Rs 2,99,128.00 had been accrued for the
petiod from 01/03/2006 to 01/01/2(.)(').7 for the non

payment of advance tax within the stipulated time.

The assessee company had filed an a;iplication
u/s 42 of the Act to rectify the order on the ground that

| their objections were not considered while passing the

order.  They have also filed a writ petition before the
Hon'ble High Court as WP (C ) No. 1991/2015.
Hon'ble High Court has directed to dispose the
rectiﬁéation application filed by the assessee within a
petiod of two months from the date of receipt of the
order. ' ‘ _ ‘ -
- Thereafter an opporunity was given to the
assessee [0 produce evidence in support of their
contentions in their rectification petition. On & perusal
of the documents produced by the assessee it is seen
that the corapany has filed reply to' the notice proposed
to levy interest for belated payment of tax and order
was passed without considering their -objection.
Therefore, their rectification pétitiqn-was allowed as
per ‘proceedings No.  23900031/06-07  dated
10/02/2016. The objection filed by the coripany was
consideréd and a fresh order was .issued on
11/02/2016 as No. 23900031/2006-07 . Interest of Rs.|
2,99,128/- was again demanded as éer the demand

notice dated 11/02/2016.
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refund the excess amount.

On  18/05/2016, the company has filed an
application raising the conteation that tl;ey‘ have made

“|excess payment of Agricultural Income Tax of Rs.

7,26,535/+ for the year 2006-07 and requested to
On verification ,iris seen|
that the assessee company's claim is correct.

Hence the assessment of M/s. Tropical Plan:_g’tion Ld,,

'_Kottayam for the year 2006-'()7 was modified as per

proceedings - No.  23900031/2006-07 - dated|

" 124/05/2016. Rs. 29§ 128/- due from the company,

towards the :nterest for be_ated payment as per the

Jdemand notice dated 11/02,2016 was ad]usted u/s 71|

of the Act fmm the exceSs amount at their credlt

Recovery of overpayment pomted out
by audit

‘Recc_wery of under assessment , short
levy or other dues -

Modificacion in the schemes and

| programmes mcludmg financing.

pattern

Review of similar cases / complete

scheme / project in the light of findings '

'of sample check by Audit findings of
| samiplé check by audit . -
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